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Taddy bwr fatciwa f 110,QOft A teddy bear 
from the late Lt Col Bob Henderson’s collection of 
600 was sold at Christie's in London for £110.000, 
double the prevkxs world record. 
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Ell deal clears 
way fojp rescue 
aid to Ukraine 

European Union finance ministers sent a belated 
sieoal flf wroart^ for the reformist government in 
Ukratre Trtth an agreement in principle to provide a 
loan of EcufiSm (Goan). The loan should pave the 
way for an lnternational rescue plan to fill a poten- 
tial yibn gap in Ukraine's fourth-quarter balance of 
payments, which has threatened to reignite infla- 
tion and, cut shart energy imports this winter. Page 
IS; Ukraine whs nuclear guarantees. Page 4 

P awt ao n expectad to reol^ni 

US Treasury secretary 

.UoydBeintaemlseroeo- 


administration sources 

■ said, in what would be a 
blow to President Bill 
Ctmion as he deals with 
a Republican-run Con- 
gress Mr Benteen, 73, a 
former Democratic sena- 
tor from Texas, called 
fche reports premature 
but stopped short of 

- , iu! denying them outright Robert Rubin, a former Wall 

v : :-j V Street executive who heads the White House’s 
' v ~-',r - National Econranic Council, is a leading ftarwtifiafy 
1- • • to replace Mr Bentsen. Observer, Page 19 

Wall Street underwrttbig foes hit: The fees 
7 r 7.7,; >: Wall Street investment banks earn underwriting 

stock and j nnk bond oflerings have fallen to record 
;i 'a lows this year because of the sharp downturn in 
. ; -st business activity, a report says. Page 19 

~ : South Korwa to eaie exchama controt aa 

South Korea' said it would ease foreign exchange 
7. controls by the end of the decade. Themeasure Is 

more hkdy to benefit South Korean companies 
" - ^ than foreign invesfore- Page 16 

; PeAa visit to Talpoi steps up US links: US 

transportatkm secretary Federico Peiia visited 
: . Taiwan's foreign ministry in a sign of Washington's 
suBJOrt for^ the island’s democratic reforms and rec- 
■ • ognition of its economic inywrtance."Page 4 

South AMca plans bond offering: South 
Africa is toretnm to theintemational capital mar- 
kets this week with the launch of its first interna- . 
tional bond offering since the end of aparthekL 
- • ' Page H; International bands, PageJ2 

: China press e d to iin p rou B tr a n s porfc China 
must spend at least flllbn on iqigrading its trans- 

. hy MIV1 if Hie to mfljribrfn fte planwpd 

. . “ ' exptat-led eccumdc growth , & report cmthecouEF ' 

. . J • try's tcfrastructure says. Page 6; Cfoinese aircraft 
” group turns to small cars, Page 20 

femfian compattfos soqiect prolfts rtso: 

; India's top 25 private sector companies are expected 
- to report net profits rising by an average of 60 per 
cent inj99£95, with mfrastructure and construo- 
tkm concam?ieadihsthe way. asurvey shows. 

- — - Page 20 

Swapo poised to Ushten grip on H a wfc h! 

Namibia’s ruling Swapo party is poised to 
strengthen its hold on power ttds week in the coun- 
try's first post-independence elections. Page 4 

AraburarM *bi anvfronmentai erfsts*: The 

Middle East and North Africa are in envirmunontal 
crias, with a quarter of the Arab worid living with- 
out access to safe water supplies, Ctao Koch-Weser, 
regional vice-president of the Worid Bank, said. 

Page 4 

Qroofc I bIIs Bob rate teOa: Greece’s annual 
inflation rate Ml to 10 j percent in October from 11 
percent the previous month, government statistics 
,show. Page 2 

.... Sw ed l a h kwaw wrttes Jown US holdings 

' Swedish insurer Trygg-Hansa confronted the ftin 
!, 7 eident of its disastrous foray into the US market 
: » r - 1 •' and said U planned to write down the value of its 
investment in Home Holdings by at least SKrJLSbn 
($372ml Page 17 

Wok managomont technkgios undevuseda 

Only a minority of International companies using 
■” s financial derivatives to hedge risks has adopted the 
■ most sophisticated risk management techniques 

■' recommended by leading banks and derivatives 
, . traders, a survey has found. Page 17 

jV n Credit demand eto y o at Mgh teweh Demand 
■* : for credit atnong UK consumers eased slightly in 

October, but continued to run at a high level Offi- 
cial figures suggest that finance houses took the 
, . .. .* ■ biggest share of the busine^. Page 8 


Yeltsin hits 
at Nato plan 
to expand 
eastwards 

Europe could slide into ‘cold 
peace’, Russian leader warns 


By Bruce Clark and 
Virginia Marsh hi Budapest 

President Boris Yeltsin, in a 
tough speech to a summit on 
European security, yesterday 
denounced Nato’s plans to 
expand into eastern Europe and 
warned that the continent could 
slide from a cold war into a “cold 
peace”. 

In one of the most hard-hitting 
messages from Moscow to an 

Inte rnational fa n mi gjnCS the fell 

of communism, Mr Yeltsin 
Russia was worried by Nato’s 
enlargement pro gr a m mo j laid out 
in Brussels last week, and he 
poured scorn on the alliance’s 
pledge to “export stability east- 
wards”. 

The Rusarian leader’s messag e 
was in sharp contrast to that of 
US president Bill Clinton who. In 
a- speech immediately before- 
hand, had hailed Nato as the bed- 
rock of security in Europe, and 
emphasised that no country 
could exercise a veto on its 
expansion. 

“If Nato does expand, so will 
security for all European states, 
for it is dot an aggressive but a 
defensive organisation." Mr Clin- . 
toh said. ■ 

Later, a senior US official «md 
Mr Yeltsin had misrepresented 
western intentions. 

The Russian leader called 
repeatedly for the Common- 
wealth of Independent States - 


the group of 12 former Soviet 
republics of which Russia is by 
far the strongest member - to be 
recognised as an international 
organisation, that could guaran- 
tee security in the former Soviet 
Union. 

The proposal - effectively a 
demand for the recognition of a 
Russian sphere of influence - 
was made at the Conference on 
Security and Co-operation in 
Europe, which groups 53 nations, 
mrfndrng the US, panada, 
European countries and the for- 
mer Soviet republics. 

Mr Yeltsin described Russia as 
the “eastern buttress” of Euro- 
pean security and. stability. 
“Europe, which has not yet dis- 
carded the legacy of the cold war. 
risks plunging into cold peace,” 
he told the meeting. “Russia 
respects the interests of all par- 
ticipants of the CSCE, and it 
expects Us own Inlm ea ta to be 
taken into account” 

In an impHeh- rejection of the 
Russian demand for supremacy 
within the forme' Soviet Union, 
both Mr Clinton and Chancellor 
Helmut Kohl of Germany spoke 
out against the notion that pow- 
erful countries .could, impose, 
their will over smaller neigh- 
bours. Mr Clinton failed for the 
CSCE to adopt rules ^wfaich can 
guard against the assertion of 
hegemony or spheres of influ- 
ence". 

Mr Yeltsin said Nato was 




Editorial Comment .Page 15 


engaged in a difficult search for a 
new role jg t he aftermath of the 
coldjwWR*'tt‘l8 important that 
this search should avoid "creating 
poles of division, and that it 
Brings European unity rinser," he 
said. Moscow has repeatedly 
warned against "Nato’s expansion 
plans, under which Poland, Hun- 
gary, the Czech republic and Slo- 


vakia would join the organisa- 
tion. Russia, however, would be 
excluded. “Why sow the seeds of 
mistr ust?" Mr Yeltsin said. “We 
are not adversaries any more, we 
are almost ril partners. .. .. 

. “We hehr the; explanation that 

this is an ‘expansion of stability' 
in case of an undesirable turn of 
events in Russia. But, if for that 
reason they want to push the lim- 
its of Nato’s responsibility to the 
borders of Russia, I will say 
one thing - it is too early 


Bankers Trust agrees to derivatives checks 


By Richard waters in New York 

Bankers Trust, the New York 
based bank, has agreed with the 
Federal Reserve to impose tighter 
controls an parts of Us deriva- 
tives business. 

The Fed move, In the form of a 
so-called written agreement, is 
thought to be the most severe 
regulatory action taken against a 
big US commercial bank. It indi- 
cates mounting concern over the 
risks derivatives - financial 
instruments whose value is based 
in part on a conventional finan- 
cial asset such as an interest rate 
or stock - might pose to the 
financial system. 

Under the deal with the Fed, 
Bankers Trust said Lt would 
adopt controls an its leveraged 
derivative operations, at the cen- 
tre of two lawsuits against the 
bank this year. 

The value of these instruments 
moves disproportionately with 
movements in underhung securi- 


Orange county Page 5 

Derivative users Page 17 

ties or markets, making them 
among the most volatile and 
complex of financial instruments. 

Mr Charles Sanford, the bank’s 
chairman, sought to play down 
the significance of the accord 
with regulators. Printing out that 
leveraged derivatives accounted 
for less than 5 per cent of the 
bank’s revenues, Mr Sanford said 
Bankers Trust had already taken 
steps to counter any shortcom- 
ings in its controls. 

A Fed official said regulators 
would use the agreement to keep 
a dose watch on Banker Trust’s 
leveraged derivatives business. 

A Fed official said the action 
signalled the central bank’s 
intention to keep a close watch 
on the leveraged derivatives 
activities of other US banks. 
“Yon can read this as a red 


alert for other players,” he said. 

Bankers Trust last month 
agreed a $14m settlement of a 
dispute over leveraged deriva- 
tives it sold to Gibson Greetings, 
a US greetings card company. 
The hank is still fighting a lega l 
action brought by Procter & 
Gamble, which also lost money 
when US interest rates started to 
rise earlier this year. 

The regulatory action requires 
Bankers Trust to improve con- 
trols on how it assesses deriva- 
tives for particular customers, 
how it markets them, what infor- 
mation it provides on their value 
as underlying markets move, and 
how it supervises the business. 

The bank is also required to set 
up a special committee to moni- 
tor compliance with the Fed 
agreement improve its training 
programme for sales staff and 
strengthen ite auditing. 

Bankers Trust is believed to be 
under pressure to agree similar 
actions with the Securities and 


Exchange Commission and the 
Commodities and Futures Trad- 
ing Commission. A written agree- 
ment is a more severe step than 
the so-called “memorandum of 
understanding” which the Fed 


imposed on Citicorp after the 
US's biggest commercial bank 
ran into financial difficulties in 
the early 1990s. Citicorp was 
released from this agreement ear- 
lier this year. 


GERMAN 


Nafta set to begin talks 
with Chile over admission 


By Stephen Hdter in London and 
George Graham bi Washington 

The leaders of the US. Canada 
and Mexico are expected to 
announce at the weekend that 
they will begin negotiations with 
Chile on its admission to the 
North American Free Trade 
Agreement 

The announcement is being 
planned for the Last day of the 
Summit of the Americas in 
Miami, where President Bill Clin- 
ton is hosting a meeting of 34 
heads of state and government 
from the region. 

Officials involved in the pre- 
summit deliberations say the 
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announcement would help to pro- 
vide a symbolic riimax to the 
meeting, winch most Latin Amer- 
ican governments believed until 
recently would yield tittle of sub- 
stance. They say further talks are 
necessary before an announce- 
ment is certain. 

Mr Mickey Kantor, the US 
trade representative, yesterday 
said: “Our goal is to have an 
interesting announcement on 
Sunday led by the President of 
the United States and involving 
Chile." 

Nafta. which groups the US. 
Canada and Mexico in a free- 
trade zone, came into effect at 
the start of this year. The Clinton 
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administration has often stated 
its aim of negotiating free trade 
agreements with other Latin 
American countries. But it has 
never specified a schedule. 

The US had been unwilling to 
commit itself to extending Nafta 
before the ratification of the Uru- 
guay Round world trade agree- 
ment by the US Congress last 
week. Trade officials from the 
three countries believe that 
unless agreement is concluded 
over Chile's accession next year, 
the process will become 
embroiled in the 1996 US 

Continued on Page 16 
Key to growth. Page 15 


If yoar corporation is 
looking fora foothold in Ger- 
many or intends to broaden 
its existing base by an acquisi- 
tion, we can assist in search, 
approach and negotiation. 

As our domestic clients 
are usually entrepreneurs, 
proprietors or shareholders 
of privately-owned German 
companies, we are well ac- 
quainted with their mentali- 
ty. We are sensitive to this 
when making approaches 
and during negotiation and 
valuation. 

If local competence is 
needed to realize your acqui- 
sition goals in Germany suc- 
cessfully, please contact us 
for further information. 
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Boris Yeltsin and Bill Clinton put their countries' names to a nuclear non-proliferation treaty at the 
Conference on Security and Cooperation in Europe yesterday !* *» «* »* * 


to bury democracy in Russia.” 

The US official said: “The out- 
side world is not giving up on 
democracy in Russia . . . and 
the process of Nato expansion is 
not rushing headlong anywhere.” 

“.. Mr Yeltsin’s words were a blow 
to US hopes that Nato could 
admit new members soon with- 
out upsetting Russia. In spite of 
Mr Yeltsin's harsh public words, 
he had a cordial 40-minute meet- 
ing with Mr John Major, the UK 
prime minis ter. 




Finance 
ministers 
keep EU 
currency 
plan alive 

By Lionel Barber bi Brussels 

EU finance ministers yesterday 
left open the door for a single 
European currency in 1997 with a 
cautious e ndors emen t of the cur- 
rent wide fluctuation bands in 
the exchange rate mec h ani s m. 

The 1997 date for the creation 
of a monetary union in Europe is 
still viewed as a remote possibil- 
ity, but the derision in Brussels 
yesterday underlined political 
commitment to the project. 

The 15 per cent fluctuation 
bands were introduced as a tem- 
porary measure after the cur- 
rency crisis in 1992-93 which 
forced several devaluations and 
the departure of sterling and the 
lira from the ERM. The wider 
bands have so for helped to deter 
similar speculative assaults. 

hr a joint statement yesterday, 
EU fiimnro ministers studiously 
avoided declaring that the pres- 
ent arrangements were “normal”. 

One of the key provisions of 
the Maastricht treaty is that a 
currency seeking to join Emu 
must have been inside its “nor- 
mal” bands for at least two years 
to be eligible to j oin. 

Instead, ministers agreed to 
endorse an opinion on the wide 
bands drawn up by the European 
Monetary Institute, the precursor 
of the future European central 
bank which, is supposed to super- 
vise the single currency. 

The EMI noted that the wider 
bands had prevented large 
exchange rate depreciations and 
excessive intervention with 
po tentially inflationary conse- 
quences. “In the light of. this, 
experience and in the current cir- 
cumstances, the EMI council con- 
siders it advisable to maintain 
the present arrangements,” Mr 
Theo WaigeL the German finance 
minister said. 

Mr Waigel refused to say 
whether the 15 per cent bands 
would continue until a decision 
is made an whether to move to a 
single currency, or whether min- 
isters would support a progres- 
sive narrowing of the bands. 

Instead, he reaffirmed the need 
for price stability and sound pub- 
lic finances. 

The other important criteria 
for moving to a single currency 

Continued an Page 16 
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NEWS: EUROPE 


Centre-left alliances flourish as Forza Italia falters 


Berlusconi hit 
by local polls 


By Robert Graham in Rome 

Results of week-end local elections 
have increased the fragility of Italy’s 
right-wing government and turned 
the spotlight on the possibility of a 
centre-left coalition. 

Centre4eft opposition alliances won 
the mayoral races in the run-off /hr 
four out of six regional capitals, two 
of the regional councils and a major- 
ity of the small local administrations 
being contested. 

Prime Minister Silvio Berlusconi's 
Forza Italia movement showed signs 
of having lost momentum and in the 
south the neo-fascist MSi/National 
Alliance surprised every commentator 
by the poor performance in its heart- 
land. The most spectacular result was 
the defeat of the right by a centre-left 
coalition in the southern part of Brin- 
disi and the province of Foggia. 

Members of the government dis- 
missed the outcome as insignificant 
voter discontent. But Mr Umberto 
Bossi, leader of the populist Northern 
League, said the outcome demon- 
strated his movement could no longer 
live with its partners in the right- 
wing coalition. 

Although the elections involved 
fewer than 2m voters, all the political 
parties prepared for them as a big 


end-of-year test for the popularity of 
the Berlusconi government and the 
strength of the ruling pin«nrg The 
vote covered a cross-section of the 
country - from the rich industrialised 
north (Brescia, Treviso and Sondrio) 
to the centre (Pescara and Massa) and 
the South (Brindisi and Foggia). 

The most interesting result was at 
Brescia, where Mr Vito Gnutti, the 
indurtzy minister and T«ig ne candi- 
date, fall to Mr mnn MmtiiBumi li, the 
leader of the Christian Democrats 
who presided over their transforma- 
tion into the Popular party (PFI). He 
gathered 56 per cent of the vote, 
backed by the FPI and a broad alli- 
ance of the centre-left. 

This alliance included the former 
communist Party of the Democratic 
Left (PDS) and the Greens; but the 
high vote for Mr Martinazzoli indi- 
cated be had obtained the reluctant 
backing of Reconstructed Commu- 
nism. formed from the ramp of the 
old Italian Communist party. 

Brescia now mirrors the fast chang- 
ing political landscape. This wealthy 
industrial centre was a traditional 
Christian Democrat stronghold, until 
it was taken over by the League in 
the March general elections. Then in 
the June European parliamentary 
elections, Forza Italia won 30 per cent 



of the vote and cut the League from 
25 per cent to 17 per cent 

The League vote held up in tire first 
round of local elections two weeks 
ago; but Forza Italia fell bar* to 12 
per cent, while the MSI was almost 
level with its government partner. 
With Forza Italia only giving half , 
hearted support to Mr Gnutti and the 
MSI boycotting him - both in protest 
over the League’s "disloyalty” in gov- 
ernment - his defeat was likely. But 
the margin was biggar than expected. 

Mr Martinazzoli represented the left 
wing of the Christian Democrats and 
he has now become both the symbol 
of, and the laboratory e xp eri ment for, 
the PPTs new strategy of allying with 
the more powerful PDS. 


Ukraine signs up to 
treaty on nuclear 
non-proliferation 


By Bruce Clark 

Ukraine said last night it had wan 
extensive guarantees from the US, 
Bragin and Britain in return for ren- 
ouncing any aspiration to be a 
nuclear power. 

The published test of an agreement 
between the four countries suggested 
the pledges won by Kiev were little 
from the standard promises 
made by nuclear countries to non-nu- 
clear states under the terms of the 
Non-Proliferation Treaty, which 
Ukraine formally joined yesterday. 

Western diplomats declined to com- 
ment on whether any private or infor- 
mal und er takings had been given in 
arktitirm to the published text. The 
accession of Ukraine to the NPT is a 
rBptnmatii* hr wfltrfhm ugh Whl'p.h cfeaiS 
the way for the Start-1 treaty, provid- 
ing for rti» elimination of 9,000 US and 
former Soviet nuclear warheads, to 
imt-fcr into force. 

The break-up of the Soviet Union 
left Ukraine with the world's third 
largest nuclear arsenal on its soil, and 
tally month did the Ukrainian 
parliament formally renounce the 
aspiration to wrest control of these 
weapons from Russia. Ukraine’s 
adherence to the NPT was sealed dur- 
ing a European security conference in 
Budapest by Ukrainian President Leo- 


Bid gfwhma and the leaders of the 
US, Russia ami Britain, which wore 
the original architects of the treaty. 

President Kuchma thanked his 
three cosignatories for their under 
standing of the “umqus situation’* of 
the weapons in Ukraine and 

their “readiness to give security" to 
his country. 

Under the published tot of yester- 
day's deal, the US. Russia and Britain 
pledged to respect Ukraine’s borders, 
to refrain from using or threatening 
force against Ukraine, and to seek 
help from the UN Security Council if 
Ukraine is threatened with nuclear 
a gg ression. 

In an unusual declaration, 
reflecting Ukraine's nervousness of 
Russian commercial power, the three 
co-signato rie s pledged to refrain from 
infringing Kiev’s sovereignty through 
economic coercion. Russian foreign 
policy experts have called openly for 
the use of their country’s superior 
Knanctai muscle to take ova: as much 
as posable of the Ukrainian economy. 

At the signing ceremony. P resident 
BUI Clin ton hailed the “arrival of a 
new and safer era" in world affairs. 
“Ukraine has taken a bold move away 
from the nuclear precipice,” he said. 
“The country’s leaders have done a 
great service to their own people and 
the world.” 


EBRD may finance Slovak N- 
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By Jane Martinson 

The directors of the European 
Bank for Reconstruction and 
Development are to meet in 
Txindfm today to dismiss finan- 
cing a nuclear power plant in 
Slovakia. A final decision - 
due after 70 days of consulta- 
tion - to set to he one of the 
most difficult in the hank's 
short history. 

If the bank derides to pro- 
vide 30 per cent of the DM1.3bn 
(9870m) needed to complete 
two partly-built reactors at 
Mbchovce in Slovakia it would 
be the first time a multilateral 
development bank had agreed 

to ffnariro a D8W nnnlear plant 

Previous development funding 
has conce nt rated on essential 
safety work at plants 

in eastern Europe. 


The sensitivity of the project 
- a joint venture involving 
Electricite de France. France’s 
state-owned generator, and 
Slovensky Energeticky, the 
Slovak generator - has encour- 
aged the EBRD to launch a 
public participation process, 
and thus avoid any rhargp s of 
lack of consultation. Today’s 
meeting will be followed on 
Thursday by the publication of 
an environmental audit, part of 
the safety review, and a "least- 
cost” analysis which compares 
Mochovce, a Soviet-designed 
pressurised water reactor, with 
conventional gas-fired plants. 

Opposition to the WWER 
440/213 Soviet-designed pres- 
surised water reactors is based 
an doubts about their safety 
and their economic viability. 
Environment groups such as 


Greenpeace and Global 2000 
believe that more should be 
done to increase energy effi- 
ciency and that the cost of gas, 
supplied by Russia, is being 
overestimated. These groups 
presented a petition of over 
100,000 names, mostly Aus- 
trian, to the bank yesterday. 

Mr Rwriw Lusdrin, % Aus- 
trian EBRD director, q uestions 
the safety costs of the project 
and is uneasy at the EBRD’s 
involvement “(The situation 
where] fmanriai support is pro- 
vided for highly subsidised 
electricity through an interna- 
tional organisation supposed to 
promote open-market econo- 
mies is one I find very difficult 
to understand,” he says. 
Mochovce lies around igfflrm 
east of Bratislava and 160km 
from Vienna 


Mr Thierry Baudon, the 
bank’s deputy vice president, 
believes support for Mochovce 
is a difficult but necessary 
derision. Support for Mochovce 
can be "traded” for Slovak 
guarantees to dose an alder, 
more dangerous, pressurised 
water Tnirloar plant at Bofcun- 
ice, he says. "You have got to 
ask why we are going through 
tins nightmare when we couM 
have cooked the figures to 
show that gas was more profit- 
able... but we want to close 
Bohuniee. .. and we would 
have had no leverage to close 
it down [without Mochovce].” 

Mr Baudon recognises that 
the consequences of the loan 
may be difficult, however. “On 
economic, environmental and 
safety grounds I deeply believe 
that this is the right thing ," he 


plant 

says. "Whether we should do it 
for die good of our image is a 
completely different matter." 

Others feel leas confident 
about the economic outlook for 
Mochovce. A study of two par 
Hally-built 440/2135 in east 
Germany three years ago con- 
cluded that DM2bn would be 
to bring mi* »mft up to 
acceptable safety standards. 
Tbe government decided this 
cost could not be justified and 
the plant was never completed. 

Mochovce is more than 80 
per cent complete but has been 
mothballed for three years. 
Only a small p rop o rtion of the 
funds required to complete the 
plant would be spent on con- 
struction. The rest would be 
allocated to upgrading the 
reactors to acceptable safety 
levels. 


EUROPEAN NEWSDlgEST 

EU ministers 
challenge Delors 


European Union finance ministers yesterday mounted a direct 
c hallenge to Mr Jacques Delors, the outgoing Conuatsstan 
president, by refusing to endorse the use of additional bor- 
rowed ftinds to pay for muW-mfllion-Ecu cross-frontier trass 

^^Defonfto argued that without estra capital raised by 
the Union, most cf the 14 ambitious infrastructure projects 
may not get off the ground- But ministers meeting in Brussels 
yesterday agreed that fending for each project should bo 
ttx-bvri on a case-by-care bas te using only private finance, 
nB rtArwi exchequers, loans from the European Investment 
Rnnk and designated EU fen&. 

The ministers' recommendations will be presented to the 
Essen heads of state summit later this week, along with a 
report on tbe awaltad trans-European networks prepared by a 
group of experts. The British ea$ert distanced himself from 
cMgg pgtfani: that the Union could agree in the feture to new 
forms of financial support, a stance that was yesterday taken 
by Mr Kenneth Clark, the UK chancellor. Emma Tudor, 
Brussels 




Socialists snub Balladur reform 

France’s opposition Socialist part)’ yesterday refused to be 
co-opted into accepting anti-corruption reforms tor prime min- 
ister Mr Edouard Balladur. in advance of a forthcoming parlia- 
mentary debate an the issue. Socialist leaders boycotted a 
meeting of MPswhfcb Mr Balladur called yesterday evening to 
HiiOTKn m^co nu pHm after which the prime minis- 

ter was due to retire a statement an national television. The 
opposition wants to remain free to insist during a parliamen- 
tary debate on Friday that the conservative government 
should reverse its easing of anti-corruption measures passed 
by its Socialist predecessor. Last Friday a special commission 
appointed by Mr Balladur recommended a total ban on corpo- 
rate contributions to political parties, as well as a ban on 
pnTftfftiong holding senior mmpany pests and & series Of 003- 
suras to ensure Eat nws* An d transparency In the award of 
public contracts. David Buchan, parti 

ECONOMIC WATCH 


Greek inflation falls to 10.3% 


Greece’s yearly inflation rate fell to 10-3 per cent in October, 
from U.0 per cent the previous month, according to statistics 
service figures published yester day . Monthly consumer prices 
rose QJ3 per cent in November because of higher prices for 
food, rigflwtt and consumer durables. The government no 
longer expects to reach its target of single-digit Inflation by 
December but last month's decline, together with delays in 
raising adminis tered prices, makes it likely inflation can be 
held below 11 per cent this year, against 124 per cent in 1993. 
Greece’s inflation rate is still more than throe times the EU 
average. The government says its economic priority mot year 
will be to bring it down to 7.8 per cent, Kerin Hope. Athens 
u Norway’s overall GDP fell 04 per cent in the third quarter 
while mainland GDP - which excludes petroleum and ship- 
ping - expanded by 0.1 per cent. Exports grew by 0J3 per cent 
while imports were up 64 per cent. 

■ German wholesale safes in October were down SjO par cent 

month on month, i per emit year on year, in unadjusted real 
terms. 

■ Austria’s current account deficit in September was 5ch&2bn i 
($30Qm) after ScbOlbn in August and ScfaftSbn a year ago. 
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Major says Bosnia 
war could spread 
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By Broca Clark in Budapest 

Mr John Maj or, the U K prime 
minister, said yesterday that a 
UN withdrawal from former 
Yugoslavia would have tragic 
consequences, including the 
probable spread of the conflict 
beyond the borders of Bosnia 
At the same time, British 
officials -accompanying the 
prime minister to the Euro- 
pean security summit in Buda- 
pest said a pull-out might 
become inevitable within a few 
weeks' time, because of the 
worsening conditions in the 
war zona 

"There win a tragedy If the 
sttnathm an the ground mafcoc 
it impossible for Unprofor (the 
UN protection force) to carry 
out its mandate and forces it to 
withdraw, " Mr Major told fel- 
low beads of government from 
more than 50 nations erf Europe 
and North America.. • 

British officials said they 
took some comfort from, the 
fact that the presidents of 
Serbia, Croatia, and Bosnia 
had all, over the past 48 hoars, 
assured the UK of their conttor 
ued support for the UN’s pres- 
ence in the conflict zone. 

The officials also reported 
signs of progress towards 
agreement on a Bosnia-wide 
ceasefire, seen as vitally neces- 
sary if a UN pan-out is to be 
averted. 

At present, the Bosnian 
Serbs are pressing for an indef- 


inite ceasefire while the Mos- 
lem-led government prefers a 
time limit on any trace. US 
president Bill Clinton appealed 
to the Bosnian Serbs to desist 
from aggression and enter 
negotiations an the bads of the 
internationally agreed peace 
plan. 

"Settle your differences at 

‘The whole of the 
international 
community, 
embodied in the 
UN and the 
mighty Nato, 
cannot save one 
endangered city’ 

the negotiating table, not the 
battlefield," he said in Buda- 
pest, reflecting Washington's 
new emphasis an a diplomatic 
approach to settling the Bos- 
nian crisis. 

Bosnian president AHja feet- 
begovic struck, a militant tone 
in his sp eech to the s um mit^ 

rkmmrra-ing- ftiA fa fln re of all 

international or ganisatio ns to 
' deal with the conflict in his 
country ^ *fw» Bosnian Serb 
assault on the northern 
enclave of Bihac. 

"The whole of the interna- 
tional community, embodied in 


the UN and the mighty Nato, 
cannot save one endang ered 
city," he said. He said the situ- 
ation in Bosnia reflected the 
“hesitation, i n co mp etence and 
sometimes ill will" of the west, 
and denounced Russia for sup- 
porting the Serbs at the UN. 
He said the result of the war 
would be a “discredited UN, a 
ruined Nato and demoralised 
Europeans'*. 

The Bosnian leader said 
Paris and London had been 
described as “Serbia's protec- 
tors” because they had pre- 
vented all attempts to counter 
Serb aggression against his 
country. “No one can force our 
150/100 soldiers to hand over 
their weapons,” he added, call- 
ing the conflict a “war of liber 
ation" which would not be lost 
Mr Douglas Hurd. UK faw n gn 
secretary, raid the Bosnian 
leader had adopted a more con- 
ciliatory stance in private. 

“I've just had the most con- 
structive discussion I have 
ever had with President feet 
begovic.” be told BBC rarflo. 
Mr Hurd said he and his 
French counterpart, Mr Alain 
Jupp6, had on Sunday 
“rammed home” to Serbian 
president Slobodan Milosevic 
that he must do utmost to 
ensure that the UN could con- 
tinue to operate. 

“Otherwise he will find that 
the UN will be forced to with- 
draw," he added. 

See Editorial Comment 


Germany 
to decide 
on Nato’s 
request 
for jets 

By Judy Dempsey fn Berth 

The German government is 
expected to decide tomorrow 
how and when it win respond 
to a request from Nato tor Ger- 
man Tornado fighter-bombers 
to back up airstrikes in 
Bosnia, officials said 
yesterday. 

But the Nato request, made 
last week, has revived sharp 
divisions within the country's 
political establishment about 
what military role Germany 
should and can play following 
the end of the cold war and 
the unification of east and 
west Germany in 1990. 

It has also rekindled memo- 
ries of the second world war 
when Germany backed the 
fascist, or Ustasha reg im e in 
Croatia, and bombed Belgrade, 
the capital of Serbia. 

Mr Helmut Kohl, the Ger- 
man chancellor, will discuss 
the request with Mr Volker 
Rflhe, the defence minister, 
and Mr TTbmg Kinkel, the for- 
eign HiinNjyr . 

But officials yesterday said 
Mr Kohl's room for manoeuvre 
was limited because of the 
government's sHm parliamen- 
tary majority as wen as oppo- 
sition within the cabinet to 




A cartoon in the Sfiddeutsche Zeitung depicting German 
reluctance to support Nato in the Bosnian ‘slaughterhouse’ 


sending the Tornados. A 
spokesman for the Free Demo- 
crats (FDP), the junior partner 
in the governing coalition, and 
which bolds the forei gn minis- 
try portfolio, said it was 
“b&ily sceptical” that either 
the government or the Bundes- 
tag would ever agree to send 
the Tornados to fly patrols 
over Rnenta- 

In contrast to Mr Kohl's 
Christian Democratic Union 
(CDU), which runs the defence 
ministry, the FDP has 
staunchly opposed any active 
mi litary role for Germany out- 
side Nato t e r ritor y. 

Mr Karsten Voigt, foreign 
policy spokesman for the oppo- 
sition Social Democrats (SPD), 
yesterday described foe entire 
discussion as highly “ir re spo n - 
slbie", given the political and 

wiffl fa ny ridCS. 

However, several commenta- 
tors, including Mr Walther 
Stfitzle, the military expert 
and editor-in-chief of Tages- 
spiegel, said yesterday: “Ger- 
many appare n t l y still believes 
it can take time to recover 
domestically [from unifica- 


tion] and overlooks the fact 

that a giant mwag is brewing 
on its doorstep.” Mr Robert 
Eetkfimper, a owniwntatnr for 
ARD state television said: “If 
Germany refuses... that conld 
drive a deeper wedge in the 
alliance." 

Nato asked Germany for the 
Tornados because, apart from 
the US, it is the only Nato 
country which has fighter- 
bombers equipped with Elec- 
tronic Combat Reconnaissance 
devices, or EGRs. This military 
technology can neutralise 
surface-tonir missile launch- 
ers by jamming their radar 
systems. 

But Nato diplomats yester- 
day said the request was made 
also in the knowledge that 
cons ti t u tionally Germany can 
now send troops out of Nato 
te rr i t or y following a ruling by 
the constitutional court last 
July. 

Since then, German pilots 
have manned the Advanced 
Early Warning Aircraft, 
or Awacs, which have moni- 
tored the no-fly zone over 
Bosnia. 
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CIS sends out deadly economic signals 

T im countries of the Cam- teniber showed Georgia, one of ond fdl liner nntrait downwards. Georgia is again os nowm md nvuno 

monwealth of Indepen- the most desperate of the fins XxlgLl ullldllUIl dXLU. IdJXllIg OULpUL the wrast hit, with its already Consis 

dent States ccmtinue to mer Soviet states, suffering the qjq r ?)TTi p^Tlt WTltCS John TJ oyd low level of industrial output gdp prica 


l^hhUto to 


• rp countries of the Com- 
I monwealth of Isdepen- 
’ JL dent States continue to 

- eTparianeg high inflatinn auri 
>' i faffing production - the deadly 
*■“ i tutt of gj gnalu which point to 

incomplete economic refimns, 

- y ■■ or reforms barely attempted. 

- - Probably dragged up by Rns- 
.• - sia’s growing inflatiem in the 
autumn, reflation jumped 
sharply to October to nearly all 
. the CIS states (the former 
Soviet republics except the 
three Raltif. countries). ' 
According to figures from 
’ the CIS statistical committee 

reported by Interfax, consumer 

-pricerises to OctoheroverSep- 


tember showed Georgia, one of 
the most desperate of the for- 
mer Soviet states, suffering the 
highest price inflation, at 3&3 
per eawt - with the neighbour- 
ing Caucasian state of Azerbai- 
jan to yyoiid play* 1 with 2&S 
per cent, Belarus at 25.4 per 
Cent and KaicalrhBt-fln at 24JJ 

percent 

Russia, for which lata* fig- 
ures are available, had infla- 
tion of just oyer 14 per cent to 
November, comp ar ed with 15 
per cent to October - a reduc- 
tion which was smaller than 
forecast 

The one country again to 
show growth' to these figures 


was Armenia, the smallest of 
Hip three former Caucasian 
Soviet republics and the one 
most impoverished by the war 
with Azerbaijan over the 
enclave of Nagorno Karabakh. 
Its growth to gross domestic 
product of 1 per cent is, how- 
ever, from an industrial base 
reduced to fora than half of its 
Soviet-era ca p acity. 

to most other states the pro- 
duction drops are to the order 
of 20-plus per cent for the 10 


months of January to October 
compared with the gimp period 
to the previous year. . 

These figures are likely to be 
ex ag ger at ed, possibly by large 
amnmfai — sinra the Soviet era 
tendency was to exaggerate 
output to express conformity 
with the plan while the present 
tendency is to express tow out- 
put to avoid taxes. 

H o weve r, there is little doubt 
that the nffierat figures mea- 
sure a trend which remains 


downwards. Georgia is again 
the worst hit, with its already 
tow level of industrial o utput 
down by a measured 42 per 
cent (figures January to Sep- 
tember) - followed by Mol- 
dova, with Industrial output 
down SL1 per cent 
The basic distortion in the 
figures is because of the Soviet 
era habit of measuring only 
physical output They thus do 
not capture, or at best inade- 
quately reflect, the rise to ser- 
vices and trading. However, 
this rise has been most marked 
to Russia. In other ex-Soviet 
states, the figures of decline 
are probably closer to reality. 


CIS GROWTH AND DFLAVION 

Consumer 
GDP prices 

yr/yr mtfiAnth 
(Percemaoe changes) 

Azerbe§an 

-22.2 CD 

+2&3 

Armenia 

+1.0 (1) 

+10^ 

BeJarus 

-245 

+25.4 

Georgia 

n/a 

+363 

Kazakhstsi 

-29.6 (1) 

+24.8 

Kyrgyzstan 

-24^ 

+3.4 

Moldova 

-29.7 Cl) 

+4.4 

Russia 

-15.0 

+12.0 

Tafaoslan 

n/a 

+72 

Turkmenistan 

n/a 

n/a 

Uzbekistan 

-6-9 P) 

+17^ 

Ukraine 

-24.3 {1} 

+143 

Notes: ft) Nfo material product 
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== EUROPEAN NEWS DIGEST 

Russia toughens 
^ Chechnya stance 

I Russia yesterday sent the three “power ministers” - the heads 

of internal affaire , ripfencp and the domestic Intelligence ser- 
-* 5T- vice - to the garrison town of Mozdok to supervise the 
f~~ continued build-up of men and arms on the border with the 
== breakaway republic of Chechnya. 

' w At the same Hpia General Dzhokar Dudayev, the Chechen 
man president, told the official Russian news agency, Tass, that he 
remained to favour of “negotiations on an equal basis with the 
Russian leadership" - an apparent demand to involve Presi- 
fact dent Boris Yeltsin to the talks. This has already been ruled 
wing out by Mr Yeltsin’s aides. Mr Vladimir Shumeiko, head of the 
ibert Federation Council (upper house) said that the council would 
rfor not discuss a state of emergency - threatened a week ago by 

l: “If Mr Yeltsin - until folks had been held. There are growing 

xmld demands in Moscow for hostilities be put on hold in favour of 

1 the negotiations. The Russian military and the secret services are 

being blamed for precipitating an abortive attack by the 
r the Chechen opposition on the capital Grozny 10 days ago - more 
from than 20 Russian servicemen were taken prisoner to the action. 
Nato Russian reports have alleged that the Federal Intellig e nce 
titer- Service recruited a number of officers and non-commissioned 
Elec- officers from the §Hte Kantemirovskaya division to serve as 
once advisers to the Chechen opposition forces. General Pavel 
itary Grachev, the defence minister, has denied any responsibility 
ilise for the servicemen - but the commander of the Kantemirov- 
nch- skaya division. Major General Polyakov, said he had resigned 
adar over the issue. John Lloyd, Moscow 

Yeltsin’s men admit bank raid 

that Russian President Boris Yeltsin’s security service admitted 
can responsibility yesterday for a raid on a Russian bank. On 
Nato Friday about 35 masked gunmen blocked off Most Bank's 
g by headquarters, next door to Russia’s White House. A spokes- 
last woman for the service said the forces were sent to investigate 
reports of heavily-armed men to a car belonging to Mr Vladi- 
ilots mir Gustosky, president of Most Bank. The security service 
need gunmen barred entry to the building and searched cars 

raft, belonging to the hank. Six drivers and security guards from 

iani- Most Bank were detained, but later released. Mr Gusinsky said 

over be would take legal action against the security service for 
“overstepping the bounds of power”. Moscow, AP 

SPD to boost presence in east 

^ Germany's opposition Social Democrats (SPD) yesterday 

y unveiled a programme aimed at re-building the party in east 

Germany and eroding the support of the reformed communist 

Party of Democratic Socialism. Mr Rudolf Scharping, the SPD 

ion leader, said the grassroots would be strengthened through 
turner creating local offices, co-operation with the trade unions, more 

mb travel by the federal leadership to the east and a training 
Anth programme for local politicians, to October's federal e lections . 
n Q es ) the SPD polled 31.9 per cent of the vote to the east, compared 
&3 with 37.7 per cent to the west 
05 Judy Dempsey, Berlin 

5.4 

5* Soares in clash over Angola aid 

|*1 Mr Mdrio Soares, Portugal's Socialist president, has clashed 

with the centre-right gover n ment of prime minister Anibal 

2 Cavaco Siva over the issue of Angola, Portugal's former 
colony. Mr Fernando Nogueira, defence minister, tendered his 

75 ' resignation after Mr Soares vetoed the reappointment of Gen- 
45 eral Narcisco Mendes Dias, air force commander, because of 
alleged military aid to the Angolan government Mr Cavaco 
Silva rejected the r&ignatfon and officials described the presi- 
dent’s veto as “deeply unjust”. Peter Wise, Lisbon. 
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faw in a wide 
f business areas, 
om next gener- 
ation 256M 
DRAM chips 
i communica- 
ing tomorrow's 
nnation super- 
rom a toll line 



of passenger cars to all types of commercial vehicles. From 
machine tools to the magnet) 
levitation train, the ideal 
mass transit system of the 
future. From turnkey engine^. 
ing and construction projects to petrochemicals with 
advanced new material. From super tankers to some of the 

— ost sophisticated LNG carri- 
ers. Hyundai, with more 
than 30 R&D centers, 
.. orking together, 
creating innovative synergies, innova- 


Building A Better Wbrld^ Thnou^i Innovafive Technology 

WIQ|yR3QLES k BH)TTO8CStfiHF8U&D^9jGlfB : ilNG>WC0NS^X?T10N l MACWBTfAhDQ3UPfiOff l PETB0ClS4tCALS, TRADMG AND TRANSPORTATION. FriaaboHHynte am Oxpn** KP.O. B*9lSe*i Kami Tti +&J.746-1921, Fa-tf2-2-741-&4t. 
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NEWS: INTERNATIONAL 


OECD warns 
New Zealand 
over inflation 


By Fetor Montagnon, 

Asia Editor 

New Zealand is now reaping 
the benefit of the economic 
reforms Introduced since the 
mid-1980s, but the challenge 
for policymakers will be to 
ensure that high growth does 
not lead to a resurgence of 
inflation or a deterioration in 
the balan ce of payments, the 
Organisation for Economic 
Co-operation and Development 
said yesterday. 

Its latest survey predicted 
growth of 3.9 per cent this year 
and &5 per cent next, making 
New Zealand one of the fastest 
growing OECD economies, the 
report said. It was based on 
data available around mid- 
year, since when the economy 
has appeared to be growing 
even faster, prompting the 
Reserve Bank to tighten mone- 
tary conditions, most recently 
last week. 

“The Tnain challenge for pol- 
icy now appears to be manag- 
ing the risks associated with 
fast economic expansion, while 
enhancing growth and employ- 
ment prospects.” the report 
said. “Although the current 
monetary policy and labour 
market arrangements should 
reduce these risks, they have 
yet to be tested in a strong 
growth environment” 

The task would be made 
easier if the current improve- 
ment fn New Zealand's fiscal 
situation, which has seen the 
budget swing into surplus, 
were used to redeem govern- 
ment debt, the report added. 

"The current speed of budget 
consolidation being probably 
the minimum required to 
ensure a halanrpri policy mlr, a 
loosening of the fiscal stance 
risks placing undue pressure 
on monetary policy. 

“A strong case can also be 
made for naming budget sur- 
pluses in the medium term,” it 
said, citing the need to reduce 
the level of net public debt rel- 
ative to gross domestic prod- 
uct, “an area where new Zea- 
land has performed badly by 
international standards.” 


New Zealand's high growth 
rate was finally starting to 
help reduce unemployment, 
but with the rate expected to 
remain over 8 per cent next 
year, there should be enough 
slack in the labour market to 
mitigate pressures on wage 
rates, the report said. 

This should be consistent 
with inflation staying within 
the o fficial target range of zero 
to 2 per cent, while the current 
account balance of payments 
deficit, which last year held 
roughly steady at NZS4LG5bn 
(£l&8ba) should decline. 

The OECD said it expect 
the implementation of the Uru- 
guay Round of world trade lib- 
eralisation to bring a one-off 
net gain to New Zealand of 
some 0.6 per cent of gross 
domestic product, largely as a 
result of increased world prices 
for its beet dairy, forestry and 
fishing products. 

Nonetheless, it noted that 
companies were reporting diffi- 
culty recruiting skilled labour 
and said New Zealand should 
undertake more micro-eco- 
nomic policy changes to 
enhance its international com- 
petitiveness. These included 
more effort to improve educa- 
tion and training, the reduc- 
tion of tax distortions on 
investment and steps to 
improve competition in ship- 
ping across the T asman Sea. 

It also recommended further 
changes in the operation of 
New Zealand's producer 
boards, which are responsible 
for marketing its primary prod- 
ucts. “One change providing 
mininram disruption, but 
potentially large gains, would 
be the transparent separation 
of the boards’ regulatory and 
commercial functions,” the 
OECD reports said. 

More transparency in farm- 
gate prices would also provide 
a better indication of the mar- 
ginal costs and benefits of pro- 
duction, it added. 

OECD Economic Surveys, New 
Zealand. OECD, . available 
from 2 rue Andre Pascal, 75775 
Paris Cedex 16. France. Sub- 
scription price S2Q0 


NEW ZEALAND’S ECONOMIC OUTLOOK 



1993 

1994* 

1995* 



Annual % change 

GOP at constant prices 

4 JB 

34 

as 

Gn 1 price deflator 

Z2 

1.1 

1.7 



% 


Unemployment 

9.3 

8.8 

8.2 

Short-torn interest rata 

<L3 

&5 

5.9 

Long-term Interest rate 

6.7 

60 

62 



% at GDP 


Current balance of payments 

-2.1 

-1.1 

-OA 
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Singapore opens 
up telecom service 


Singapore is to liberalise the 
resale of public switched tele- 
communication services from 
next month, Reuter reports 
from Singapore. The Telecom- 
munications Authority of Sing- 
apore (TAS) will allow compa- 
nies to buy telecommunic- 
ations services from Singapore 
Telecom, which dominates tele- 
com and postal services on the 
island, and resell these ser- 
vices to their customers, Mr 
Leong Keng Thau, TAS policy 
director, said. The aim was to 
maintain Singapore's competi- 
tiveness. Public switched tele- 
communications services 
include international direct 
dialling and subscriber trunk 


dialling calls as well as data 
services such as facsimile and 
electronic mail. 

The liberalisation of resale 
will introduce competition at 
the retail level for services cur- 
rently under Singapore Tele- 
com’s exclusive licence, Mr 
Leong said. TAS had asked the 
company to develop a bulk dis- 
count scheme under which any 
reseller who has annual bil- 
lings of a minimum S$l 50,000 
(£66,000) would enjoy discounts 
from 2 per cent to 8 per cent 

TAS will first license the 
reselling of telecommunica- 
tions services by hotels and 
service apartments from Janu- 
ary 1 next year, he said. 



Pena’s Taipei visit boosts US ties 


Pena: risk of provoking China 


By Laura Tyson In Taipei 

Mr Federico Pefia, US transportation 
secretary, yesterday called on 
Taiwan's foreign ministry, the first 
US cabinet official to do so In 15 years 
in a sign of Washington support for 
the Island's democratic reforms and 
recognition of its growing economic 
clout 

Mr Pefia visited Mr Fredrick Chien, 
foreign minister, stepping up bilateral 
ties despite previous objections by 
China, which views Taiwan as a rebel- 
held province. The meeting was sig- 


nificant as Beijing tolerates economic 
ties but frowns an those carrying dip- 
lomatic import. 

The Clinton administration official 
is visiting Taiwan at the invitation of 
the US-Taiwan Economic Council, a 
private business organisation. He is to 
meet Taiwanese President Lee Teng- 
hui, Mr Lien Chan, tile premier, and 
other officials. 

Washington severed diplomatic ties 
with Taipei In 1979 in favour of Bei- 
jing. The US has since maintained 
strung but low-profite informal ties 
with Taiwan. 


On Saturday, Taiwan held elections 
for provincial governor for the first 
time and the first elections In three 
decades for city mayors. Pressure 
from the US Congress, supportive of 
Taiwan’s democratisation, led the 
administration to upgrade ties in Sep- 
tember, alter the first review of 
Taiwan policy since 1979. 

Mr Pefia Is only the second US cabi- 
net official to visit Taiwan since 1979. 
MS Carta Hills, then US trade repre- 
sentative, came to the Island in 1992 
but did not meet the foreign minister. 

Mr Pefia yesterday met American 


Chamber of Commerce members to 
discuss infrastructure projects in 
Taiwan. A high-speed railway, urban 
jn qy? transit systems and a fourth 
nuclear power plant are among pro- 
jects planned nr under way. He also 
met Mr Vincent Siew. chairman of 
Taiwan's planning ministry. 

Today he Is due to witness a $22Sm 
(£Uim) contract signing by Westing 
house Electric of the US and Taiwan's 
environmental protection agency to 
build two solid-waste incinerators on 
the island. 

See World Stock Markets 


Swapo aims to strengthen its grip on power 


Namibia’s ruling Swapo party 
is poised to strengthen its hold 
on power in the co untry’ s first 
post-independence elections 
this week and aims for a big 
enough majority to allow it to 
change the constitution at 
will, Reuter reports from 
Windhoek. 

Political parties and ana- 


lysts say they expect Swapo to 
be reelected with an increased 
majority in polls tomorrow 
and cm Thursday. 

“Opposition parties failed to 
unite around alternative Ideas 
and policies during the past 
four years of democratic rule. 
They are in disarray.” said Mr 
Andre da Pisani. a political 


scientist at the Un i v e rs i ty of 
Namibia. "Swapo could wefi 
win two-thirds of the votes, 
the requirement to uni Later- 
ally change the con stituti on." 

The former guerrilla move- 
ment holds 42 of 72 national 
assembly seats, against 21 for 
the main opposition Demo- 
cratic TurnhaDe Alliance 


(DTA) and nine for smaller 
parties. 

Is 1990, Swapo failed to win 
the two-thirds majority needed 
to write the new constitution 
alone. The present constitu- 
tion, negotiated with apposi- 
tion parties, restricts Presi- 
dent Sam Nnjoma from 
seeking a third tens. 


“We most go for more than 
two-thirds majority,” Mr 
Nnjoma said. "Our slogan is 72 
seats, all for Swapo.” He and 
his colleagues would change 
some aspects of the constitu- 
tion. “There are some clauses 
which favour opposition par- 
ties and we might want to get 
rid of those clauses,” he said. 


Political analysts say the 
DTA, which helped run Nami- 
bia during rale by South 
Africa, had since independence 
in 1990 produced no alterna- 
tive policies or fighting spirit 
About 650,000 people are 
expected to vote In this week's 
presidential and parliamen- 
tary elections. 


Arab world ‘in pollution crisis’ 


By Mark Nnhobon in Cairo 

The Middle East and North 
Africa are in environmental 
crisis, with a quarter of the 
Arab world living without 
access to safe water supplies 
and a filth in cities with “unac- 
ceptable” levels of air pollu- 
tion, Mr Ciao Koch-Weser, 
regional vice-president of the 
World Bank, said yesterday. 

He was presenting a 78-page 
World Bank environmental 
strategy plan to an annual 
meeting of Arab League minis- 
ters responsible for the envi- 
ronment The bank was ready 
to double lending for environ- 
mental projects in the region 
to glim (£625m) a year, he said. 

The report paints a grim pic- 
ture of pollution in the Arab 
world, which it says costs Arab 


League states SlObn a year, or 
about 3 per cent of their com- 
bined gross domestic product, 
half of which is accounted for 
by the health costs of respira- 
tory and other pollution-re- 
lated diseases. 

It says 60m Arabs have no 
access to safe water, nine Arab 
states are annually consuming 
more than 100 per cent of their 
renewable water resources, 
and 46m people live in cities 
with air pollution at least five 
times World Health Organisa- 
tion-accepted levels. 

The report urges Arab state 
to increase institutional struc- 
tures to deal with environmen- 
tal problems (only a handful of 
states have minist ries for the 
environment, for instance), to 
cut energy and water subsi- 
dies, which it says amount to 


$25bn a year, and substantially 
to increase information and 
awareness about the levels and 
dangers of pollution. “This 
region is Still quite far hphmri 
in terms of this awareness,” Mr 
Koch-Weser said. 

The bank puts the cost of 
properly addressing such 
issues at S6bn-$8bn for the 
Arab League states, which it 
says can be “paid for from 
domestic sources without sub- 
stantial hardships'’. It suggests 
raised petrol taxes, pollution 
charges and more efficient pri- 
cing and cost recovery. 

Unchanged policies, the 
report continues, would result 
in a 60 per cent rise in air 
pollution from vehicles alone 
and a 50 per cent rise in munic- 
ipal solid waste and toxic pol- 
lution in the next decade. This 


would double present health 
costs attributable to pollution. 

In Cairo alone, according to 
Mr Bjorn Larsen, a World 
Bank environmental econo- 
mist, lead pollution levels are 
at present 2-10 micrograms per 
cubic metre, against WHO 
acceptable levels of 0.8-1 meg 
per cubic metre. 

About 80 per cent of lead pol- 
lution comes from vehicle 
emissions in Cairo, where the 
vehicle stock is on average 15 
years old and the estimated 
health cost of this pollution is 
estimated at 7 US cents per 
litre of petrol. 

Middle East and North Africa 
Environmental Strategy: 
Towards Sustainable Develop- 
ment: 78pp. The World Bank, 
1818 B Street, NW, Washington 
DC 


Israelis 

debate 

peace 

accords 

By Julian Ozame to Jerusalem 

A political debate about the 
viability of the existing Israeh- 
Palestinian peace accords is 
under way in Israel as both 
sides get set to resume talks in 
Cairo today an ex tending Pal- 
estinian self-rule to the Israeli- 
occupied West Bank. 

Several Israeli ministers 
have expressed reservations 
about continuing to implement 
the so-called Declaration of 
Principles, which sets out 
interim phases leading to a 
permanent solution by 1998. 

The next interim stage, at 
least nine months behind 
schedule, seeks Israeli troop 
redeployment out of Palestin- 
ian population centres by the 
eve of national Palestinian 
elections. Politicians auri mili- 
tary experts believe it is almost 
impossible to redeploy troops 
and keep adequate security for 
the 150 Israeli settlements In 
the West Bank, home to 120,000 
Jewish settlers. 

The review of the declaration 
follows a warning from Israel's 
senior military intelligence 
chief that clear signs exist of 
“Lebanonisation” in the Gaza 
Strip, with armed militias 
poised to fight each other. 

Some ministers favour 
regrouping settlements into 



A Palestinian woman burns a US flag daring a demonstration at Gaza City’s Islamic University ap 


blocks; others favour moving 
directly to talks about a final 
settlement with Palestinians, 
to decide a line of withdrawal 
including uprooting some set- 
tlements; some favour h al in g 
the process until the Palestin- 
ian authority can guarantee 
better security. 

Mr Warren Christopher, US 
secretary of state, implied an 
im pending revision of the pro- 
cess after he said at the week- 
end that adjustments might 
have to be made between the 
two parties. The cabinet will 
meet tomorrow in special ses- 
sion to continue the debate. 

Palestine Liberation Organi- 
sation officials warned any 
unilateral change to the decla- 


ration of principles would kQl 
the peace process, and accused 
Israel of using delaying tactics. 
Mr Ahmed Quite, economics 
“ minis ter”, said any chang e to 
the principles should be made 
by negotiation. 

At least five Israeli ministers 
who want to step up the pace 
of implementing the accords 
believe it is impossible to com- 
plete the next phase of the pro- 
cess without relocating at least 
some settlements. 

Israel's Premier Yitzhak 
Rabin has so far ruled out quit- 
ting a single settlement ahead 
of a permanent solution. He 
has expressed reservations 
about the ability of the Israeli 
military to maintain security if 


It is farced to redeploy out of 
Palestinian centres such as 
Hebron, Nablus and Ramallah. 
The government has begun 
boildiiig roads to ensure set- 
tlers can avoid areas under 
Palestinian control. Some min- 
isters believe such moves will 
not guarantee security. 

Mr Moshe Shahal, police 
minister, believes redeploy - 
meat can be completed without 
moving settlements into 
blocks. Mr Rabin, has warned 
about reopening the agree- 
ment The government is reluc- 
tant to hasten political conflict 
over removing Israeli settle- 
ments, which it wants to put 
off until after the 1996 Israeli 
general elections. 


Modernising India still hobbled by old divide 

Mass education and the media have failed to stop a surge in caste-awareness, writes Stefan Wagstyl 


T he death of 120 demonstrators 
demanding Indian government 
recognition for their caste last 
month has come as a grim reminder 
of the grip of caste consciousness on 
Indian society. 

The victims, including 30 children, 
were trampled when about 40,000 pro- 
testors from the Gowari caste dashed 
with police in Nagpur, in the western 
state of Maharashtra. They had gath- 
ered to demand their caste should be 
added to an ever-growing list of "eco- 
nomically- and sociaily-backward 
communities" entitled to preferential 
access to government jobs and college 
places. 

Because of the tragedy, they got 
their way: the na*t day the Maharash. 
tra state government acceded to their 
demands in an effort to quell the 
Gowaris’ anger. 

As India struggles to liberalise and 
modernise its economy, it is pa rerimri . 
cally passing regulations which 
encourage caste-based social divi- 
sions. Neither the growth of mass 
education, nor the relaying of modem 
values through radio and satellite 
television have been able to stop a 
noticeable upsurge in caste-aware- 
ness. 

The danger is that the government 
will be distracted by the needs to buy 


off more and more caste-based com- 
munities to the detriment of soda] 
peace and economic efficiency. Mr 
Manmohan Singh, the finance minis- 
ter, has warned that without faster 
economic growth India could be con- 
demned to divisive arguments about 
sharing out the pie. 

The roots of caste in India go back 
at least 2,000 years. The common 
explanation is that caste differences 
deepened when pale-skinned Aryans 
invaded India from the north and 
came to dominate darker-skinned 
local inhabitants, who were pushed 
south. A hierarchy emerged with 
brahmins (priests) and kshatriyas 
(warrior-landowners) at the top fol- 
lowed by vaishyas (merchants) and 
shudras (craftsmen). This left an 
underclass of labourers, who later 
became known as unto uchables. Each 
level is subdivided into thousands of 
local communities, whose members 
support each other and tend to inter- 
many. 

Although rapid urbanisation since 
independence has caused a blurring of 
caste divides in the cities, they persist 
even at the English-speaking universi- 
ty-educated pinnacle of society- Every 
Sunday, the Times of India, like other 
newspapers, lists hundreds of mar- 
riage advertisements arranged by 


caste, in which among the many attri- 
butes required of the ideal bride is “a 
wheatish complexion”, that is, fair 

slrin. 

Feople from backward castes face 
invidious choices. They can accept 
their divinely-ordained lot, as most 
have done for generations. Or they 
can try to pass themselves off as 
upper caste in the hope of a good 
marriage, at the risk of discovery. Or 
they can do the apposite - exaggerate 
the degree of their backwardness to 
secure extra points in the complex 
and corruption-ridden affirmative 
action programmes which recognise 
no less than six different levels of 
“bac k wardness" . 

“Backward caste” protests are 
almost as old as caste Itself, particu- 
larly In the south, where the low 
caste people are most numerous, 
forming up to 75 per cent of the Hindu 
population compared with a national 
average of about 52 per cent Also the 
early arrival of Christian missionaries 
in the south helped to promote 
demands for equality and for positive 
discrimination. 

The cause of the “backward castes” 
was taken up in earnest by Dr Bit 
Ambedkar, an untouchable who rose 
to be a minister in independent 
India's first government His crusade 


failed to remove caste prejudice but it 
did secure a constitutional commit- 
ment for 22.5 per cent of government 
jobs and college places to be reserved 
for untouchables, the lowest of the 
low. 

The quotas have since been expan- 
ded beyond the dreams of their origi- 
nal authors, notably in 1990 when the 
government awarded special treat- 
ment to a further 27 per cent of the 
Hindu population - the so-called 
“other backward classes.” 

Even though the Supreme Court 
then capped the total reservation at 
50 per cent, politicians have bent the 
rules to win support from lower caste 
voters. Last year, the southern state 
of Tamil Nadu set a 69 per cent quota. 
Neighbouring Karnat aka this year 
went for 73 per cent 

A t the same time, the lower 
castes have steadily shed 
their deference for the ruling 
Congress (D party, which has domi- 
nated Indian politics since independ- 
ence, and organised their own parties. 
They first seized local assemblies in 
the south in the 1960s In Tamil Nadu 
and are now making in maris hi the 
north. 

Their biggest recent success has 
been in Uttar Pradesh, India's most 


populous state and cradle of its poli- 
tics, where a combine of lower caste 
parties took power last year. 

While these political gains have 
turned individual low caste leaders 
into well-known figures, they have 
yet to bring much benefit to their 
poverty-stricken followers. For exam- 
ple, although the 22Ji per cent quotas 
for the lowest castes has been in place 
since the 1950s, the actual share of 
government jobs is less than io per 
cent 

Mr Manuhara Prasad, director of 
the Ambedkar Foundation, a low 
caste lobbying organisation, says: 
“We are a ritualistic democracy not a 
real democracy.” 

So far, no low caste party has suc- 
ceeded on the national stage. Linguis- 
tic and cultural differences limit their 
appeal. But their local power has 
undermined support for Congress. So 
Congress leaders have been forced to 
strike more and more political deals 
vrith lower caste leaders - exchanging 
tacit support in state elections for 
snnflar backing in general elections. 

This has worked up to a point. But 
the result has been a sharpening of 
quarrels over quotas. In a country 
with a rapidly expanding population 
and only modest economic growth, 
that has proved to be dangerous. 


INTERNATIONAL NEWS DIGEST 

Lebanese PM 
to stay in office 

Mr Rafik al-Hariri yesterday withdrew his resignation as 
Lebanese prime minister after talks in the Syrian capital 
Damascus trough a reconciliation with his rival, Mr Nabih 
Berri, the parliamentary speaker. Disagreement between the 
two led Mr Hariri to offer his resignation on Friday, plunging 
Lebanon into political uncertainty, to Damascus, Syrian offi- 
cials said Hariri had decided to abandon his resignation 
attempt following the intervention of and would resume his 
work. 

The two told Syrian President Hafez al- Assad, who had 
intervened to seek a solution, that they would put aside their 
differences over Lebanon's post-war reconstruction. They 
returned to Beirut last night. Reuter. Damascus and Beirut 

India to probe spy scandal 

Indian authorities yesterday stepped up their inquiry into a 
spy scandal which erupted last week at the heart of India’s 
premier space organisation and threatens to jeopardise the 
country’s missile programme. Two top scientists of the Banga- 
lore-based Indian Spice Research Organisation (faro) were 
arrested by Indian police on suspicion of having leaked vital 
information on India’s space programme. Detectives will also 
investigate Indian press reports hinting at the Involvement of 
two unnamed west European countries. Bangalore's scientific 
community has reacted with shock at the arrest on November 
30 of Mr Nambi Narayanan, deputy director of Isro’s Liquid 
Propulsion Systems Centre. Mr Gbandrasekharan. Indian rep- 
resentative of Glavcosmos, the ttmarinn space agency, was 
arrested on November 3 for allegedly leaking defence secrets 
to two Maldivian women suspected ofbeing spies. 

India successfully launched a polar satellite launch vehicle 
in October. The space programme has powered ahead in spite 
of a setback last year when the US attempted to stop Moscow 
from going ahead with a 5250m deal to provide India with 
cryogenic engines. The US said the engines could be used by 
India to launch missiles and would violate the Missile Tech- 
nology Control Regime. Indian officials say Moscow was con- 
vinced by the US to suspend only the transfer of technology, 
and not the sale of engines. Shiraz Sidhva, New Delhi 

Former prime minister resigns 

Mr VJP. Singh, former Indian prime minister, resigned from 
parliament yesterday amid what his aides called frustration at 
political corruption and a big rift in his centrist Janata Dal 
party over economic reforms. But the 62-year-old Mr Singh, 
who led a minority government for 11 months after the 1989 
elections, told a news conference he was quitting for personal 
reasons. Janata Dal aides said he was frustrated by parlia- 
ment’s hand l i n g of a financial scandal and frequent defections 
by his group’s deputies, some of whom have crossed over to 
Prime Minister P.V. Narasamha Rao's Congress party. 

Mr Singh is regarded as a supporter of sweeping free-market 
reforms that began in 1991 under Mr Narasimha Rao. He is 
seen as having carefully concealed his objections to the anti- 
liberalisation stance of his Janata Dal and Left Front partners. 
Reuter, New Delhi 

Ro-ro ferry study agreed 

Maritime representatives of more than 80 nations yesterday 
gave unanimous backing to proposals for the establishment of 
a special international panel to look at issues of roll-on roll-off 
passenger ferry safety. The panel es tablishe d at the sugges- 
tion of Mr William O’Neil, secretary general of the London- 
based International Maritime Organisation, will hold its first 
meeting on Saturday. It has been set up as a means of 
circumventing the IMO’s sometimes lengthy procedures fol- 
lowing the sinking of the ferry Estonia with the loss of more 
than 900 lives in September. Charles Batchelor, Transport 
Correspondent 

Malaysian share investigation 

Mr Otham Abdul, parliamentary secretary in the office of Dr 
Mahathi r Mohamad, Malaysia's prime minister, told parfia- 
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ment yesterday that Mrs Rafidah Aziz, the minister of 
fry and trade, was being investigated over the allocation to 
her son-in-law of lJjm of shares in a listed company. Mrs 
Rafidah is a leading figure in Dr Mahathir’s cabinet She has 
been at the forefront of Malayan's drive to attract foreign 
in vestm ent She has also be«i an outspoken critic of some 
western trading practices and has been a leading advocate of 
the idea, inspired by Dr Mahathir, of forming an East Asia 
Economic Caucus. Kienm Cooke, Kuala Lumpur 

Vietnam to control air traffic 

V"ietoam will a^ume air traffic control over all civil flights in 
toe Ho CM Mini City area on Thursday for the first time sines 
toe end oT the Vietnam War in 1975, government officials said 
yesterday. After the fall of the Saigon government in 1975L. 
Hon g Kon g. Singapore and Bangkok took control of flights 
over former South Vietnam. Singapore transferred its area to 
Thailand in 1988, giving Bangkok full control of the southern 
jrart of the region. The international Civil Aviation Organisa- 
tion decided last December to transfer the responsibility to Ho 
Chi Sfunli City after investment in communications eouiiv 
ment. Reuter, Hanoi 

Vote for Tanzanian PM 

TansaMa’s national assembly yesterday endorsed by 165 votes 
to 42 the appointment of Mr Cleopa Msuya, former industry 
and trade m i nis ter, as prime minister by President Ali Hassan 
Mwinyi. Mr Mwinyi, under fire from international donors over 
a tax-evasion scandal, named Mr Msuya to succeed John 
Maleceh as first vice president and prime minister after dis- 
solving his cabinet on Sunday. Mr Mwinyi is under pressure 
from western donors who provide annual aid of $S00m to sack 
Finance Minister Kighoma Malinin over charges he failed to 
supervise efficient collection of taxes. Reuter, Dor a Salaam 
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goj^pB^nt hopes for world's largest-ever auction of public assets in wireless personal telecoms sell-off 



licence bids start today 
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Bidding opened in Washington 
yes te rtay forwfcat fig US gov- 
Brnxaent hopes'wlfl be- tbs 
world's Iaqpstew«- anctfam of 
ptibBc sector assets. ■ . 

The Federal . Communica- 
Hmrs O omnnas i cp' S anction of 
broadband wireless telecom- 

n pmteatfnnB flBSncSS ffl WW fast 

for wed s, and some industry 
have said bidding 


could go as high as rishn 
The FCC will sell off 99 
licences for a 30 megahertz 
wide frequency for wireless 

Personal tollWmr miTYrfra ffonfl 

services in 51 ■ separate geo* 
graphical areas, from huge 
markets such as New York and 
Los Angeles to the Ony terri- 
tory of American Samoa. The 
third big aucti o n; of telecom- 
munications frequencies the 
FCC has conducted, it is expec- 
ted to be by far the biggest 


EarKer ararHnre Of national 
and regional narrowband 
licences for advanced pag in g 
services raised teds of over 
$Um- But Mr Reed Hundt FCC 
chairman, says die broadband 
auction wi& branch an entire 
new industry that will provide 
the tefeen mTnimlpaflmjv gar* 
vices of the 2lst century. 

The FCC received initial 
applications from 74 compa- 
nies, consortia and indMctaals 
to take part in the broadband 


auction, but only 23 stayed in 
the running when the time 
came to make refundable 
advance payments. 

The size of each bidder's 
downp ay ment is calculated at 
60 cants per person reached by 
the frequency and will deter- 
mine the mavlimmi size Of 
market r an bid on. - 

The biggest applicant, a con- 
sortium grouping the 
longdistance phone company 
Sprint with Telecommunica- 


tions Inc, Comcast Corp and 
Cox Enterprises, has put down 
3118m, which will allow it to 

bid on licences covering a total 
of nearly 200m people. 

Other major bidders mrhirie 
long-distance phone giant 
AT&T, the Pacific Telesis local 
phone company ^ a consor- 
tium of three other BeD local 
phone companies. Ur Craig 
McCaw, who sold his caflnfar 
phone company to AT&T, will 
also be bidding for markets ta 


which he knows he wm not be 
competing against AT&T. 

Applicants can bid in secret 
by computer, with one round 
of bidding a day. New bids 
must raise the price byat least 
5 per rent , and wrh wimpimy 
or conso r ti u m must submit at 
least one bid in each round 
stay in the ring. But companies 
wn change their strategy in 
mid-auction to target a differ- 
ent region if they see their first 
choice as too expensive. 
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Quebec independence push clouded 
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Laden Bonduid: oat of political 
arena far several months 


By Bernard Sbnon in Toronto and 
Ftobwt QMwnft in Montreal 

Fresh uncertainty has entered the 
debate on Quebec independence with 
the serious fitness of Mr Ltuaen 
Bouchard. the separatist side’s most 
papular and, arguably, most caBny 
leader. 

Mr Bouchard, who the Wm 
ttu&tcois, the party which 
represents the sovereignty cause In 

the federal parliament la Ottawa, is 
Ukely to he out of the political arena 
for several mouths. His left leg was 
amputated late last week in a Ud to 
step the sprea&of deadly necrottsfag 
myositis, also known as “flesh-eating 


Hue francophone province's 
newly-elected separatist government 
has indicat e d however, that Mr 
Bouchard’s absence; wfll not interfere 
with plans far an independence 
referendum during 1995. 

The government is due to unveil 
part of its referendum strategy in 
Quebec’s national assembly later 
today. It Is expected to set up a 
public commission, which will 
ostensibly ww m ifrie die benefits and 
costs of independence, but in reality 
will give the separatists a 
high-profile pl atf orm in the run-up to 
the erfBiwMfniH. 

Doctors at St Luc Hospital in 

MiMifa wl mM Mr nnn riiir rt 

bospital a week ago for treatment of 


phlebitis when the attack by the 
muscle-consuming bacteria was 
discovered. He remains in intensive 
care and will require several months 

nf enn wil MM nw i | ( fl jfl. 

Political analysts are unsure 

whether Mr Boncharffs brush with 
death will help or Under the 
separatist cause. Some commentators 
predict ids popularity will soar, much 
as President Reagan’s 

after an assassination a t tempt In 
1981. Separatists have seized on the 

pnMHfal nrmrw i nf a imto w Wrii Vfr 

Bouchard scribbled to his doctors: 
"Que Ton continue" (let us continue). 

Others suggest, however, that Mr 
Bouchard’s absence from the political 
scene far a prolonged period could 


harm the separatist s’ camp ai g n. In 
particular, it Is likely to blunt the 
BlocQD&kdi'aQEDshebtte 
House of Commons. 

Mr Bouchard has generally been a 
voice of mod e ration In separatist 
ranks. aheww tivng bolster 
the influence of the more headstrong 
Mr Jacques Parizeau, Quebec’s 
premier and leader of the provincial 
Parti Qu&dcob. 

Mr Parizeau pledged in last 
summer’s election campaign that a 
separatist government would 
immediately declare Qu ebec's wish to 
begin talks on a split from the rest of 
Canada. But Mr Boucbard’s maiming 
influence appears to have persuaded 
the new government to hold off. 


Pensions body 
suffers $ 71 bn 
funds shortfall 


By Nancy Dunne 

in Wa sh i ngton 

The Pension Benefit Guaranty 
Corporation, which guarantees 
tb>* bavic pension bonafita of 
American workers, has a $71bn 
shortfall, a 34 per cent increase- 
from last year. 

The agency yesterday said 
that ftm workers and pension- 
ers are covered by the under* 
funded plans. Some 75 per cent 
of the shortfall is in plans 
Sponsored by prospering busi- 
nesses. However, about $18bn 
of underfunding - covering 
L2m people - is in plans spon- 
sored by companies with sag- 
ging bond ratings. 

The underfunded plans are 
concentrated in a relatively 
number of companies. 
More than half are large plans, 
primarily in the steel, vehicle, 
tyre and airline industries. 

However, legislation to 
reduce ^ gap by more than 
two-thirds was mrfmferi in the 
financing provisions of the 


General Agreement on Tariffs 
and Trade pact which won con- 
gressional approval last week. 

The new legislation requires 
companies with underfunded 


plan* to accelerate their fund- 
ing and calculate required con- 
tributions according to govern- 
ment-approved methods. It 
closes a loophole that has 
allowed some companies to 
minimise pension contribu- 
tions and requires companies 
which have severely under- 
funded plans to set aside 
enough cash and marketable 
securities to pay for at least 
three years of benefits. 

Companies wfll be required 
to notify employees if pension 
plans are less than 90 per cent 
funded. The pension guarantee 
agency guarantees baric bene- 
fits of about 41m Americans. 
Its guarantee is limited to 
$2,556.82 a month, often less 

than the promised benefit 

Mr Robert Reich, the US 
labour secretary, beaded a task 
force early to 1993 which exam- 
ined the pension problem and 
proposed several solutions. 
“We can now beg in to reverse 
the trend that posed a risk to 
workers and retirees,” he said. 
“A solid pension will be part of 
the deal for workers who have 
counted on and earned the 
A merican dream of a secure 
retirement” 
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taxpayers face 
up to bad bet 


robe spy scandal Richard Waters on bond market 

gamble that could cost $2bn 
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he wealthy and very 
conservative taxpayers 
of Orange County, CaUf- 
„■ omia could soon, ftod them- 
T [ selves pMrtng up the bill for 
-.. ..y what an ywmta to one of the 
biggestever mistaken bets an 
-,Zi the tHrectionaf interest rates. 

I -.? Late last week, investment 
officers in tins prosperous area 
.“-to tfaa south of Los Ansetes 
... 7 ,: esthnkted’fhat' thjey^r&o sdt- 
■ tfaog cm a$L5bn (ESlflm) paper 
. . loss from their feaHnp hi the 
, . .* bond markets this year. They 
tried to play down the scab of 
the disaster: *ttes was only 7 . 
” per cent of the $20bn of invesfr- 
mente the county Controlled. 
_ they said.' 

The case has 
_ turned into a 
■ ? political circus in 
.1 latest test for 
r. the derivatiy es 
markets 


■ hi reality, things are much 
worse. The Orange County 
fond actually was worth 
between $7-5bn and $8bn and 
used vrtiat amounts to a form 
of borrowing to leverage up the 
value of in ve s tme nts under its 
control. The |L5bn of losses 
(same an Wall Street say it is 
closer to $2ba) have cut the 
vahieofthefandtosome|6hn- 
36£bn, a loss tea fifth or more. 

Until Orange County actu- 
ally sells the. securities in its 
investment portfolio, these 
losses, will not be realised. In 
the meantime, the case has 
turned b»to a political 
i, and is test pitting politi- 
cians against Wall Street in the 
latest big test case for the 
derivative markets. 

Ironically, for an area domi- 
nated by Republicanism, it 
took a Democrat to bring about 
this dfibfcle. Mr Robert Citron, 
the comity’s treasurer, is an 
elected official, ha common 
with his counterparts in other 
counties hi the sunshine state 
(but unlike much of the rest of 
the US.) 

Mr Citron’s - and Change 
County’s -problems stem from 
a wiijrtafcwn bet on interest 
rates at a time when the US 
band markets have suffered 
their bip gwt fcmnhto in mem- 
ory. After posting above-aver- 
age investment returns for 
some time - Mr Citron's fund 
Is generally wfHfoafad to have 
made around twice the return 
of most other bond funds in 
recent years - this marks an 
a b r u p t rever sa l of fortune. 

According to an executive at 
one Wall Street firm which 
deals haavfly with the county, 
the lossas should be seen in 
the .context both of the food's 
Prevtatt good performance and 
“the big gest rout hi the bond 
maritetfe history”. But mm of 
tint will come as notch cooso- 
■ latkmtolocsdtapayHs. 

Mr Catron’s strategy M into 
two parts. Ffrst, to levarage Ms' 
in va stmaila , tea -hi effect bor- 
rowed about lift* by nsing 
the sec u ri tie s repur cha se mar- 
ket TUs hwolvfls aaQfaic secu- 
rities and at the . same time 
I freeing to buy ftywy bads in 


the future. - 

The cash was then used to 
buy. more securities, which in 
turn were sold hi the repur- 
chase (or “repo”) market, and 
so on, iriitfl the fund’s expo- 
sure reached $20hn. If the secu- 
rities rose in value, the invest- 
ment return was multiplied: 
but if they fell - which turned 
out to be the .pass - the losses 
w^e riso 'leveraged. - 
_ The second part of the strat 
egy was to .use investment 
jibrinimpfitR which accen- 
tuated the fund’s exposure to 
the band markets. MrCStron is 
bdieved to have controlled 
between $7bn and f8bn of 
inverse floating rates notes 
instruments which pay a 
higher inve s t men t return,, the 
lower interest rates fall). These 
im ti u ments have th e same 
effect as using the “r^w“ mar- 
ket, Averaging the profits (or 
losses) from changing interest 
rates. 

For Orange County taxpay- 
ers, the big question now is 
whether Mr Citron will be 
fenced to liquidate same or all 
of bh investments, and so turn 
the paper losses into real ones, 
or whether he is able to 
restructure the fend either to 
defer losses or to avoid having 
to take any losses at alL 

Much will depend on the 
amount of cash at his disposaL 
The county invests funds on 
behalf of about 179 different 
public bodies - from dries to 
school districts and water 
authorities. It holds their sur- 
plus cash as well as tax reve- 
nue which.it has collected and 
which it pays out to meet the 
operational needs of the differ- 
ent entities. 


The odds on 
the county 
treasurer’s 
re-election 
have been 
lengthening fast 




One local agency - the 
Irvine Ranch Water District, 
with gSOOm in the fend - is 
agitating bard to get its cash 
back, and is Hkety to be fal- 
lowed by others. According to 
Standard & Poor’s, the US 
credit rating agency, about 40 
Mr rani of tile UlOSIBV fa thfl 

fired can be recalled by the 
w pnriwi concerned, while the 
rest must be invested in the 
fimd under state law. 

A second can on the fond's 
cash comes from the np an iHi i g 
needs of the agencies con- 
cerned. Tfae 87 school districts, 

which account tat about 18 per 
cent of the value of the fund, 
need to pay teachers’ salaries 
and other bills, and cannot 
wait for Mr Citron to weak out 
a longterm plan for his fund. 

The cash liquidity in the 
fired is already estimated to 
have fallen to $35Qm, from 
mare than Slbn in September. 
If Mr Otton cannot keep his 
in vest o rs at bay, tee wfll bare 
to start selling securities and 

tyVfag investment losses. But 
what e v er happens, the odds on 
his re-election have been 
Mp gtfagiipg fast. 
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ING BANK IN MOSCOW. ING Bank is continuing to strengthen its foothold in Moscow. This is part of the 
strategic development of our network in Central and Eastern Europe, which includes offices in ten countries. It also 
demonstrates our strategic focus on Emerging Markets Banking and our commitment to building bridges between emerging 
and developed economies. ING Bank is part of ING Group, the largest 
financial institution in the Netherlands. For more information on the 
services our Moscow office can provide, please telephone 7502^245035. 
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WORLD TRADE 


CONTRACTS £ VENTURES 


Bolivia, 
Brazil 
gas line 
tender 


The state oil companies of 
Brazil and Bolivia have put 
oat to international tender 
a contract to supply equip- 
ment and services for the 
planned Brazil-Boll via gas 
pipe line. 

Work on the first stage of 
the pipeline, from Rio 
Grande in Bolivia to Porto 
Alegre In Brazil, is expected 
to start next August The 
project is expected to use 
2^00km of pipeline and will 
cost &2bn. 

The pipeline should pro- 
vide income of i2Q0m a year 
for Bolivia. The two compa- 
nies have already selected a 
number of large interna- 
tional companies as strate- 
gic partners in the project 
Stephen Fidler, Latin 
America Editor 

■ Abu Dhabi is soon expec- 
ted to award a contract to 
build a shipyard, a deal that 
could indicate which west- 
ern shipbuilder would win a 
multi-billion-dollar order to 
supply frigates. Abu Dhabi 
has drawn up a shortlist to 
build the shipyard at a cost 
of about $2Q0m to service 
warships and commercial 
vessels, and Reuter, Dubai 

■ Rolls-Royce of the UK 
has won a SlOrn order to 
supply Tay engines for two 
Fokker 70 aircraft for Singa- 
pore Air lines ofEshoot Silk 
Air. AFX London 

■ Taiwan’s Economics Min- 
istry has signed a letter of 
intent with International 
Business Machines Corp 
(IBM) of the VS to forge a 
strategic alliance, Taiwan's 
21st such tie with foreign 
companies since February 
1993. Reuter. Taipei 

■ Whirlpool of the US 
signed an agreement with 
China’s Snowflake Electri- 
cal Appliance Group to 
make refrigerators at a 
plant near Beijing. The 
$30m joint venture plans 
output of 500.000 refrigera- 
tors a year and hopes to 
boost that to lm. Snowflake, 
China's oldest refrigerator 
factory founded in 1956, is 
building a new plant on the 
outskirts of Beijing. Reuter. 
Beijing 

m Thorn Transit Systems 
International of the UK, wifi, 
be awarded a contract 
worth about HKS200m 
(J26m) to design, manufac- 
ture, install and commis- 
sion an automatic fore col- 
lection system for the 
airport railway in Hong 
Kong. The 34km railway 
will provide two separate 
services, a fast passenger 
link to the new airport and 
a domestic service called 
the Lantau Line. Foreion 
Staff. London 

■ Thomson Consumer 
Electronics, a unit of 
French state-owned Thom- 
son, will open a plant at the 
Subic freeport and develop- 
ment zone in the Philip- 
pines making audio and 
communication products for 
the Asian and US markets. 
The plant, in the former US 
naval base, will employ up 
to 1,000 people. Reuter. 
Manila 


US leads Gatt ratification rush 


By Our Forc&t staff 

Ratification of the Uruguay 
Round world trade agreement 
by the US Congress last week 
Looks set, as hoped, to open the 
way to the rest of the world to 
follow in the next few weeks. 

By yesterday, 42 of the 12S 
countries participating in the 
round had completed the 
national procedures needed to 
approve iL Officials at the Gen- 
eral Agreement on Tariffs and 
Trade expect 100 to have done 
go by the end of the year. 

Almost 50 are expected to 
have acted by Thursday, when 
senior trade diplomats meet in 
Geneva to confirm January l 
as the date when the 
agreement and the new World 
Trade Organisation come into 
effect 

No minimum quota haw been 
set for the n umb er of countries 
that have to ratify the deal 
before it can come into force. 
But it i s generally accepted 
that, in addition to the US, 
they must include Japan and 
the European Union. 

hi Japan, the lower house of 
the Diet (parliament) ratified 
the agreement on Friday, as 
part of a clutch of trade bills 
which included a Y6,TD10bn 


(£38bn) spending package to 
help cushion the impact of 
form trade liberalisation. The 
upper house is due to ratify at 
the end of this week, though 
this is a formality. 

The EU Council of Ministers 
plans to ratify the agreement 
and approve legislation to 
implement It at a two-day 
meeting starting on December 
19. That will follow expected 

Each EU 
country must 
approve 

approval of the agreement by 
the European Parliament next 
week. 

But because <A the ruling by 
the European Court last month 
that the agreement involves 
“mixed competence” between 
♦ha Euro pean Commission and 
member states, each EU coun- 
try must also approve it before 
it can take effect 

So for, only Britain, Ger- 
many and Ireland have com- 
pleted the process, though it is 
well advanced in several other 
countries, frn»imWng Italy and 


Spain. Brussels is confident 
that all 12 EU members, along 
with new entrants Austria, 
Finland and Sweden, w31 have 
acted before Christmas. 

However, Portugal is delay- 
ing ratification until the Coun- 
cil of Ministers has formally 
approved an Bcu40(hn (£315m) 
aid package to help the coun- 
try’s textile industry adjust to 
the phasing out of trade barri- 
ers agreed under the rocmd. 

The aid has already been 
agreed by the European Com- 
- mission and Parliament, but 
may not be approved by the 
Council before its on 

December 19. 

Portugal says that If the 
Council did not act this month, 
it .would be prepared to hold up 
ratification until next year, 
though thi« is widely inter- 
preted as a bargaining tactic 
designed to ensure a speedy 
decision on the aid. 

France's national assembly 
i& ready to ratify the agree- 
ment on December 14, tat its 
government is pressing Car the 
December 19 Council to assess 
US im plMiniHibitinm - and par- 
ticularly how Washington 
intends to maintain He ggft b Hl 

301 trade legislation. France 
wants the Council to ap p ro v e a 


proposed EU *flEdt practices" 
regulation, designed to open 
other countries’ markets. 

Ratification has hit snags in 
two other important trading 
countries. In Australia, action 
is being held up at lost until 
next week by two minor party 
senators who hold the balance 
of power in the Senate. 

Xn South Korea, the opposi- 
tion Democratic Party, which 

Current Gatt 
members have 
up to two years 

represents Canning interests 
that would be hurt by the deal, 
may try to block approval tins 
week by the parliamentary for- 
fli gp affair s committee. The DP 
has indicated support for the 
WTO, but may try to use ratifi- 
cation to exact concessions 
from the government on a 
number of issues. 

In both countries, the threat 
of delays does not appear seri- 
ous. However, it is potentially 
embarrassing politically, 
because Australia has strongly 
championed the ro und, while 


Mr Em Cbutsu. South Korea's 
trade minister, is a candidate 
to head the WTO. 

Only four countries - Swit- 
zerland, Liechtenstein, Cyprus 
and Poland - have told Gatt 
they may be unable, for differ- 
ed: reasons, to ratify by the 
end of the year. 

Switzerland and Liechten- 
stein have to allow time for a 
possible referendum on the 
deal Cyprus wishes first to 
complete a wide-ranging revi- 
sion of trade policy related to 
its bilateral trade agreement 
with the EU. Poland says it 
may not be able to complete 
the required changes to 
legislation by year-end and 
is reluctant to ratify in 
advance. 

Current Gatt members have 
up to two ye ars to ratify the 
/ten! after the WTO gomes into 
force, but must then apply Its 
provisions as if they bad been 
members from the start 

This leeway may he reduced 
further if Gatt members decide 
later this week to terminate 
the Gatt agreement before the 
two years are up. Many coun- 
tries are said to be m favour of 
a one-year cut-off, during 
which time the Gatt and WTO 
would operate in parallel. 


China ‘must raise transport spending’ 


By Tony Walter in Beijing 

C hina must spend at least 
$lllbn on upgrading its over- 
burdened. transport system by 
2000 if It is to maintain its 
planned export-led economic 
growth, according to a report 
on Chinese Infrastructure. 

The report, by the east Asia 
analytical unit of the Austra- 
lian department of foreign 
affairs and trade, predicted 
that up to 2D pa cent, or more 
than 320b n, of transport fund- 
ing would come from abroad, 
but warned that the Chinese 
authorities would need to 
improve markedly the invest- 
ment climate to attract these 
funds. 

“Accumulated infrastructure 
bottlenecks pose a threat to 
future growth in China,” the 
report raid. “China’s rapid eco- 
somicgrowth Is today test out- 
stripping the country’s physi- 
cal in frastru c ture in the power, 
triecommmiicationfi. water and 
transport sectors.” 

to 1992, delays in the deliv- 
ery of coal supplies from north- 
ern mfriRs to southern power 
plants and factories cost China 
an estimated $70tm. The World 

Hank had caUari for a doubling 

of capital investment in Chi- 
nese transport to meet demand 
in 2000. 

The repent criticised China 
for not giving enough priority 
to upgrading and expanding 
transport and distribution 
systems and said bottlenecks 
“need to be recognised as a 
major constraint on the fulfil- 
ment of economic reform poli- 
cies and greater prosperity in 
China”. 

“So inefficient inflexible 
is the infrastructure that it is 
slowly dawning on foreign 
investors that investing in 
China is sot as profitable as it 
might have seemed. Producing 
goods in potentially the 
world’s biggest market, where 
than is no efficient distribu- 
tion system, does not generate 
good returns.” 

While China’s exports had 
fuelled annual GNP increases 
averaging 9-10 per cent, trans- 
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Traffic jammed In Shanghai: China's transport sector is 
suffering from “decades of neglect”, according to the report 


pest had “continued to suffer 
from decades of neglect". 

Investment in transport as a 
share of GNP declined in the 
1980’s from L7 per cent to 1 per 
cent by 1990. Total investment 
in China grew by 37j6 per cent 
in 1992 while investment in 
transport registered growth of 
only 3A per cent 

Insufficient transport fund- 
ing was coupled with a 100 p® 
cent increase in transport vol- 
ume from 5.47bn tonnes to 1980 
to llba tonnes in 1993. China’s 
transport network has the 
highest freight utilisation rate 
in the world. 

Freight intensity measured 
in tonnes per unit of GNP is 10 
times the level of India and 
Brazil while the tonne kilo- 


metre of traffic per unit of 
GNP is Wghpr than flip other 
two countries by a factor of 
three. 

The report said that while 
China bad sharply increased 
freight and passpng^ r charges 
for railways, waterways and 
roads, the tariffs were still 
10-15 per ceit below financial 
costs. Lack of market pricing 
mechanisms in the railway sys- 
tem were a deterrent to foreign 
investment. 

China was also proving slow 
to grasp the possibilities for 
investment offered by build, 
operate, transfer (BOT) 
schemes. The report said 
efforts to transpose the west- 
ern BOT model to China had 
met with resistance because of 


“cultural ifisjongnTp " between 
foreign investors and the Chi- 
nese authorities. 

This applied particularly to 
the internal rate of return 
(return on investment calcu- 
lated over the life of the proj- 
ect). with the Chinese insisting 
an low rates. This had deterred 
investment in critical areas 
such as the power sector. 

The report recommended 
that China’s transport policy 
should focus on construction 
and upgrading facilities as a 
means of expanding the overall 
transport capacity, and also 
achieve a “more efficient” bal- 
ance among available trans- 
port modes. 

It quoted a 1994 study by Per- 
egrine, a Hong Kong broker- 


age, which estimated that 
China would need to invest 
$52bn in highways. $47bn in 
railways. $7hn in ports, $3bn 
in airports and J2bn in 
internal waterways by the year 
2000. 

The Pereg r ine report said 
China would need to spend 
$121bu on power generation 
and telecommunications by 
2000. Of tills about 20 per cent 
or$47hn would come from for- 
eign Investors in the areas of 
power, transportation and tele- 
communications. 

Tapping Into China’s Infra- 
structure Market: East Asia 
Analytical Unit, Austral 
ion Department of Foreign 
Affairs and Trade, November, 
1394 






West urged to 
step up aid to 
eastern Europe 


China has ex presse d hope that a recent tariff pact with six 
central Asian neighbours will reverse a sharp slump in traffic on 
the Eurasian Railway, a fledgling rival to Russia’s Trans-Si- 
berian route, Renter reports from Beijing. “We would tike to 
open up this railroad,” Mr Ylng Yue from the Chinese Railways 
Ministry said. “It would benefit our foreign trade and economic 
development -as well as that of the other countries. The more 
railways we can open the better.” 

China completed the high-potential i n terco n tinental rail link 
when it opened Alataw Pass into Kazakhstan in 1990, creating a 
second land, link between the Pacific and Atlantic. Promoters 
hope a second “Eurasian Land Bridge” mimicking the Silk Road 
wfll provide a cheaper, more direct and more efficient alterna- 
tive to the Trans-Siberian Railway. The Trans-Siberian carries 
tiie talk of transcontinental traffic, tat is csrta&ed by harsh 
Arctic weather in winter and limited capacity all year-round. Its 
remote northern route is also of little use for central Asia's 
economic development. 


By Frances WUams in Geneva 

The west needs to do much 
more to help eastern Europe 
and the former Soviet Union 
on the path to sustainable 
growth, the United Nations 
Economic Commission for 
Europe says in its latest Eco- 
nomic Bulletin published 
today. 

Although most eastern Euro- 
pean economies are showing 
signs of recovery from the 
slump following the revolu- 
tions of 1989, output is still fell- 
ing throughout the former 
Soviet Union, the ECB notes. 

It predicts a 2 per cent rise to 
average gross domestic prod- 
uct in eastern Europe this year 
but a 16 per cent drop in 
recorded GDP in Russia and an 
average drop of nearer 20 per 
cent for the Commonwealth of 
Independent States as a whole. 

The report says the region’s 
long-term growth remains 
threatened by a dearth of 
investment in industry and 
infrastructure. Official help 
has been minimal and private 
foreign investors hesitant. 
“Private investors simply do. 
not see their ride as prime 
movers in the transition pro- 
cess,” the report says; 

The BCE, which groups 55 
nation * in aa gtpm and western 
Europe, central Asia and North 
America, calls for more and 
better targeted aid to remove 
obstacles to transition to mar- 
ket economies, the basic rea- 
son for lack of foreign invest- 
ment The west should also 
quickly remove remaining bar- 
riers to eastern exports. 


Foreign direct investment 
into eastern Europe was just 
under $4 bn to 2993 and $l.3bn 
to the first half of 1994. the 
BC& notes. By comparison. 
Mexico alone received S3£bn to 
FD7 to the firs* six months this 
year, a 25 per cent Increase. 

At the same time, most tran- 
sition economies have no 
access to international capital 
markets - the exceptions are 
Hungary, the Czech Republic, 
Slovakia and soon perhaps 
Poland - and a third have still 
not qualified for an IMF pro- 
gramme entitling them to 
Vyms by international donors. 

As a consequence, eastern 
Europe is dependent largely on 
scarce domestic resources to 
finance investment, and on 
exports to pay for needed 
imports of capital equipment 

Exports to the west have 
risen Sharply this year, helped 
by economic recovery In west- 
ern Europe and especially Ger- 
many. the region’s biggest 
trading partner. 

However, so-called “sensitive 
products” such as steel, tex- 
tiles and clothing, which 
account for about -half east 
European exports to the EU, 
are still- subject to restrict 
ions. 

Full liberalisation of trade 
with the west would have a big 
psychological impact to east- 
ern Europe and among poten- 
tial foreign investors, the ECE 
argues. East European exports 
to the west have risen by 
almost 40 per cent since 1990, 
but trade in the other direction 
has jumped by nearly 80 per 

rant 


Israelis to launch 
satellite as TV 
demand grows 


By Jitfan Ozanne In Jarosatem 

Spaceman, an Israeli company, 
has announced plans to launch 
a 8250m communications satel- 
lite called Amos 1 before the 
end of next year. 

Amos 1 will immediately 
compete against the outdated 
Saudi-backed Arahsat which, is 
due to be replaced to 1996. 


A r** 


chief executive officer, said 
Amos 1 would be able to relay 
video, voice and data services 
oyer an area from Iran to 
Libya but would concentrate 
on Israel, Egypt, Jordan, Syria, 
Lebanon and the Goff. 

The new satellite wfll beam 
directly to customers equipped 
with 60cm dishes and will 
carry analogue or compressed 
di gital si gnals 

It will operate in the KU 
band which uses transponders 
more powerful than the previ- 
ous generation of transmitters. 

Spacecom will lease seg- 
ments to Amos's seven tran- 
sponders to Arab and Israels 
customers as well as interna- 
tional clients such as HBO, the 
pay-TV subsidiary of Time 
Warner. CNN, the Atlanta- 
based world TV network and 
Canal Plus, the French media 
and pay-TV company, who will 
directly market their pro- 
grammes in the Middle East 

In the Gulf region, three 
rival Saudis have led the quest 
for the Middle East's satellite 
viewers (there are an esti- 
mated lm to 25m dishes in the 
Middle East); Sheikh WaM A1 
Ibrahim, Sheikh Saleh Kamel. 
the billionaire owner of Islamic 
banking group Dallah Al-Bar- 
aka; and Emir Khalid Ibn 
Abdallah Rm Abdel Rahman, 
who is head of the Mawarid 
Group, one of the kingdom’s 
largest conglomerates. 

“The Middle East is an 
emerging market for televi- 
sion," said Mr 1110811 There 
is a lot of from cit izen s 


for TV channels from all over 
the world and we believe the 
market will open up considera- 
bly in the coming two years." 

Spacecom is a joint venture 
between Israel Aircraft Indus- 
tries (LAD, one of Israel’s larg- 
est companies, and three other 
Israeli companies - Gilat Com- 
munications Engineering, C 
Mer, a telecommunications . . 


venture. The lightweight-class 
satellite will be launched by a 
French-made Ariane rocket 
and will stay to orbit for 
between 20 and 21 years, it was 
manufactured by 1AJ with 
Deutsche Aerospace of Ger- 
many and Alcatel of France. 

Amos l will also seek tele- 
communications business and 
provide data, voice and oral 
telephone on the VSAT (very* 
mall aperture terminal) mar- 
ket, increasingly used for busi- 
ness communications in the US 
and Europe. 

Mr Tirosh said the company 
was seeking partners to the 
Middle East to operate VSAT 
networks and to develop a 
regional network. Gilat already 
operates VSAT networks in 
Israel. 

Mr Noam Fink, Spacecom 
operating officer, said Gilat 
would eventually transfer its 
services to Amos 1 including 
data broadcasting. 

Among the services cur- 
rently provided by the com- 
pany ore distribution of 
Reuters and other finan cial 
information and satellite 
services for paging 
companies. 

Mr Fink said from January 1 
next year the company would 
operate a sophisticated toterac- ^ 
tive distance learning network 
to allow interactive lessons 
with remote classrooms. 

A contact to provide these 
services has already been 
signed with Israel’s open Uni- 
versity and the minis try Of 

education. ■! 
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nagine a communications network 


i ere 


every branch office of your company is in 
voice, data. and video contact with every 
other branch office. And a network that 
provides access to an of vour clients, as well. 

Now imagine having this global net- 
work installed, configured, customised, 
and completely functional without having 
to worry about a thing. 


.no ir 



this entire network man- 
aged at a single point of 
contact so any questions 
can be answered at. any 
ti 


iuT-P of the day or night 


N 



CONCERT 

+44 272 217707 


by speaking with someone who knows 
’your system intimately. What you're 
imagining is a reality. It's called 
Concert Virtual Network Service. And 
, it's available today. 

BT and MCI have joined forces to 
create the first truly global, seamless 
virtual network service that connects 
your offices throughout the globe. 

So call us at + 44 272 217707 
and find out more about Concert VMS. 
It's a communications r 
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Quarter of workforce to be axed together with payphones and other loss-making activities 

Mercury cuts jobs and withdraws services 


By Alan Cane 
and Andrew Adonis 

Mercury Communications. 
British Telecommunications’ 
largest competitor in the UK, 
will cut 2 J 00 jobs, nearly a 
quarter of its workforce, over 
the next 12 months and with- 
draw loss-making services in 
an attempt to return to profits 
growth. 

Mercury, 80 per cent owned 
by UK group Cable & Wireless 
and 20 per cent by BeH Canada, 
has been the principal competi- 
tor to BT since the latter’s pri- 
vatisation in 1984. 

The latest measures, widely 
anticipated after disappointing 
interim results last month, will 
cost the company £120m 
(fl97m) in the current financial 
year which ends in March 1995, 
a £40m charge for job losses 
and a further £80m for asset 
write-downs associated with 


the job cuts. Last month the 
company's interim profits 
dipped £3m to £96m on reve- 
nues up 12 per cent at £797m. 

Mercury’s bank of nearly 
3,000 distinctive blue and silver 
payphone kiosks, bom which 
an estimated 100m calls have 
been made since 1388, are to be 
phased out by the end of 1995 
as part of the company’s cost- 
cutting programme. 

Mr Duncan Lewis, Mercury's 
new chief executive, said yes- 
terday that he believed the 
losses - 2,000 permanent jobs, 
principally in administrative 
and support functions, and 
about 500 contract and 
part-time positions out of a 
total staff of 11.400 - would be 
enough to bring costs under 
control. 

There would be no need for 
further substantial restructur- 
ing, although intensifying com- 
petition meant there would be 


continual pressure on costs. 

Other services to go include 
directory Inquiries and the 
company’s fledgling on-line 
services combining Informa- 
tion and entertainment 

Mercury will continue to 
support residential customers 
but is likely to focus on cable 
television operators and other 

industry partners. 

Mr Laurence Hayworth, ana- 
lyst at broker Robert Fleming, 
said: “Mercury may face an 
even tougher challenge in 
future, as BT continues to 
improve its efficiency and mar- 
keting." 

OfteL UK telecoms regulator, 
will on Thursday publish a 
consultative document propos- 
ing Ear-reaching changes to the 
regime for competition in UK 
telecoms. 

Clipped wings. Page 15 
Lex. Page 16 



Crowded telecommunications market: many Mercury phone boxes in London are sited near rival 
BT phones, and this one was used yesterday as a leaning post by a caller using a mobile cellphone 


PM demands curb on top executives’ pay 


By Kevin Brawn and Norma Cohen 

Companies may be forced to secure 
shareholder approval for executive sal- 
ary awards under proposals to be con- 
sidered by a committee of the UK cabi- 
net next week. 

Mr John Major, the prime minister, is 
pushing strongly for a change in the 
law to make public companies' remu- 
neration subject to an affirmative vote 
by shareholders at annual meetings. 
The proposal would add much streng to 
shareholders’ powers. 

The plan emerged from an ad hoc 
meeting of senior ministers convened 


by Mr David Hunt, the cabinet trouble- 
shooter. after Mr Major condemned 
“unjustified” pay rises in the Commons. 

The prime minister believes it would 
allay public anger about big pay rises 
such as the 75 per cent a wanted last 
month to Mr Cedric Brown, chief execu- 
tive of British Gas. 

However, Mr Hunt referred the issue 
to the cabinet’s industrial and con- 
sumer affair s committee alter Mr Mich- 
ael Heseltme, trade and industry secre- 
tary, made clear bis opposition. Mr 
Heseltme argued that stronger share- 
holder powers would make it difficult 
for UK companies to recruit world-class 


executives from other countries who 
often demand lucrative salary packages 
as compensation for relocation. 

He told Mr Hunt that the pool of 
talent available to companies would be 
reduced, damaging the competitiveness 
of British industry, if directors knew 
their packages would be subject to open 
debate and possible rejection. 

Mr Kenneth Clarke, chancellor, sup- 
ports the drive for change, partly 
because of reservations about the will- 
ingness of institutional investors to 
support attempts to supervise salary 
packages under existing law. 

The proposed change would probably 


require primary legislation, but the gov- 
ernment’s small programme in the pres- 
ent parliamentary session means it 
could be brought in quickly. 

The implications of the proposed 
change. Including the need for legisla- 
tion, are being explored by a working 
party of senior civil servants who win 
report to the cabinet committee next 
week. The working party is being led by 
Mr Hes el tine's officials, suggesting that 
the case against the proposals is likely 
to be put strongly to ministers. 


Letters, Page 14 
Editorial Comment, Page 15 


Tax rebellion alarms Tory party managers 



The govern- 
ment is draw- 
ing up plans to 
raise taxes or 
cut pnblic 
spending if it 
■loses today’s 
crucial House of Commons 
vote on value added tax. David 
Owen and Kevin Brown write 
at Westminster. 

As the rebellion by Tory 
backbenchers showed signs of 
spreading yesterday. Mr Ken- 
neth Clarke, chancellor, 
warned MPs they would look 
“extremely foolish” if they 
blocked the government’s 
plans to lift the rate of VAT on 
domestic fuel from 8 per cent 
to 17.5 per cent 
With the result of tonight's 
vote too close to call. Conserva- 
tive business managers were 
raising the prospect of a possi- 
ble increase in income tax or 
the general rate of VAT if the 
government’s VAT-on-fuel pro- 
posals were overturned. 

Meanwhile Labour attempted 
to raise the temperature fur- 
ther, claiming that the rebel- 
lion was gaining momentum. 

As senior Tories insisted that 
they expected the government 
to win tonight’s vote, Mr David 
Siunberg, Conservative MP for 


How the VAT spectre has haunted the Conservatives 

1993 March "Bombsheft Budget”: ctanceBor (Rnotce mWstoj Norman Lament announces measures to control 
public spending: value added tax wfl be imposed bn domestic heating fuel ter the first time in Aprfl 1994 Bt 
8% transitional rata; wffl rise to standard VfiJ rate of 17.5% a year later. 

May CBntn5tUberafDernoaatpartyreal^iong-<ffAil0edarnbftionby unseating Cdnservdhe at parfiamenta^ 
by-election m •affleon belt” town of Newbury, 80km west of London, main national issue raised on hustings 
was threat of VAT on fud . 

John Major replaces Lamont with Kenneth data. Lament leaves government 
July Lamont says in withering Convnons speech 0ot govern me nt behaves as if Tn office, but not in poww*. 

CouB Bi wflvoi) crash to humBaBng by-elecfcn -dated h formerly safe sect of Christch u rch on south coast of 
England. 

Nov- Opkiion pofla show government constantly trsrfing; darm mounts among Caraen&ive MPa. MP Mchotss 
WfintBrton tells Clarks: If the governmental detail rfeied to lose the next election, it wfl bnpoee VAT on fueL* 
Dec Clarire'a first BudgdincfciclBsb^gar-than-flaqpectad cuts hi pubficspencBng. Aid offered to reduce impact of 
fud VAT on kmMocome households. 

1994 Feb Government admits Oat tax increases operating feint April 1885 wB cost a fenaty on average earnings 

about £1,000 $1,640) a year. • • ■ 

Money pours out of savfrtgs accounts and Wo power companies as househotdvs exploit legal loophole 
aBating payment of Itial bffis- to advance to eradeYAT. . . 

July OECD commends broadening of L#< tex base through imposition of VAT on fueL 
No* Extension of aid- package in Budget Ms to fated hgdflne. opposition to fcid VAT among go v ernm ent 's own 
.UP*. 


Dec 


Conservative rebels threaten to withold srwxMt fiom government when opposition Labour party attacks VAT 
Aid plan In Commons. 


Bury South, delivered an unex- 
pected blow by indicating that 
he intended to rebel 
Separately, Sir James Kilfed- 
der. the lone Ulster Popular 
Unionist who often supports 
the government, confirmed 
that he would be voting with 


the opposition. With the nine 
Ulster Unionists also set to 
vote with Labour unless minis- 
ters come up with what one 
senior MP described as a “very 
powerful argument”, it looked 
last night as if the opposition 
Of eight Conservatives - or 15 


abstentions - would be enough 
to defeat the government The 
government’s majority is 14. 

Shadow chancellor Gordon 
Brown, leading the opposition 
Labour party’s anti-VAT cam- 
paign, said that public pres- 
sure was forcing growing num- 


bers of Tory MPs to reconsider. 
Last night there appeared to be 
at least 15 Tories, including 
several Eurosceptics, who 
might either abstain or vote 
against the government 

One of these, former educa- 
tion minister Sir Rhodes Boy- 
son, told MPs last night that he 
thought VAT on fuel was “a 
bad tax” that would be 
“resented whatever we do”. 

Tonight's vote is an a proce- 
dural motion reopening the 
issue of VAT on domestic ftieL 
Unless Mr Clarke acted imme- 
diately to change current 
plans, the government would 
need to he defeated at least 
once more to block the pro- 
posed increase. 

Speaking in Brussels, Mr 
Clarke said the only fall-out 
from a government defeat 
would be that the “shape of the 
resulting Finance BIB would 
change”. 

“We would alter the balance 
of revenue-raising and public 
spending required to keep us 
on course for a sustainable 
recovery,” he said. The consti- 
tutional implications of 
tonight’s vote going against 
the government were “niL" 

Observer, Page 15 


Glaxo 
helps fund 
vaccine 
research 


By CBve Cookson, 

Science Editor 

Britain's first all-round 
vaccine research centre, the 
Jenna* Institute, is to be set 
up with Joint funding from 
government agencies and 
Glaxo, the largest UK drug 
company. 

Glaxo will pay £l0m 
(SI 6.4m) to build and equip the 
centre alongside the Institute 
for Animal Health In 
Compton. 80km west of Lon- 
don. The company and govern- 
ment will each contribute half 
its estimated £60m running 
costs for 10 years. 

In return, Glaxo will have 
the first option to license and 
develop any potential products 
from the research, paying roy- 
alties to the Jenner Institute. 

Four government agencies 
took the initiative to “combat 
a widely perceived shortfall in 
British vaccine research”. 
Although there are pockets of 
specialised research in aca- 
demic laboratories and small 
companies such as Medeva and 
British Biotechnology, the UK 
has no large vaccine research 
centres to match those else- 
where in Europe and north 
America. 

Mr David Hunt, science min- 
ister. told the centre's launch 
conference in London yester- 
day that all UK-based pharma- 
ceutical groups were 
approached but only Glaxo 
wasted to take part 

The sponsoring organisa- 
tions hope the institute 
will be running in time for the 
200th anniversary of the 
world’s first recorded vaccina- 
tion in May 1796 by Edward 
Jenner. 


Judge halts ban on 
Maxwell coverage 


By John Mason, 

Law Courts Correspondent 

The Serious Fraud Office failed 
yesterday in an attempt to 
have a blanket reporting ban 
placed on a High Court case in 
which Maxwell pensioners are 
trying to recover £60m from 
Credit Suisse bank. 

The SFO had argued that 
reporting or the case should 
stop because publicity could 
damage the chances of a fair 
trial for people facing criminal 
charges including Mr Kevin 
Maxwell a son of Robert Max- 
well 

But Mr Justice Lindsay, the 
judge in the Credit Suisse case, 
ruled in favour of ten newspa- 
pers including the Financial 
Times which had apposed the 
proposed ban. In the civil case, 


the trustees of the Mirror 
Group Pension Scheme and th e 
liquidators of Bishopsgate 
Investment Management, the 
largest manager of the Max- 
well pension funds, are suing 
Credit Suisse over its accep- 
tance of pension fund assets as 
collateral for a £50m loan to 
the Robert Maxwell Group. 

The SFO and lawyers for 
some of the defendants argued 
that the issues in the civil case 
overlapped with those the jury 
in the criminal trial will have 
to consider. This, they said, 
meant there was a serious risk 
that the cr iminal trial could be 
prejudiced by press publicity. 

However, Mr Edward Bannis- 
ter QC, for the newspapers, 
argued there was an important 
public interest in the Credit 
Suisse trial being reported. 


Cascade of grants and tax breaks boosts attraction of Europe’s far west 

Concessions lure investors to Ireland 


THREE GOOD REASONS 
TO OPEN A 

SWISS BANK ACCOUNT 

I. Low-risk. 2. High profit potential. 3. Tax-free*. 


Rod our how you can get tax-free profit on a low-risk 
investment The BankSwiss multi-currency private account is 
specifically designed for the International investor and offers 
excellent interest rates. Profits are tax free *m Switzerland. 

Instant access. Minimal fees. And total confidential fry - by 
law. To get your FREE information pack post the reply slip. 
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By Stewart Dafey 

More than 40 per cent of 
Northern Ireland’s workforce 
is employed by the British gov- 
ernment Many of the jobs in 
the security sector - up to 

20.000 - wiR be lost iltbe IRA 
and loyalist paramilitary cease- 
fires prove durable. The prov- 
ince’s unemployed total of 

100.000 would jump 20 per cent 
unless jobs are replaced. 

Those facts explain why so 
much depends on the success 
of tiie international investment 
conference which will open in 
Belfast a week today. 

Mr John Major, the UK 
prime minister, is hosting the 
event, backed by US commerce 
secretary Mr Ron Brown. 

Northern Ireland has an 
urgent need to attract inward 
investment and it is prepared 
to pay generous incentives. 
Those have been highlighted 
this year by the controversial 
£61m (SiQOm) grant towards a 
factory to be set up by Hualon. 
the Taiwanese textiles group. 

A Northern Zreland incen- 
tives package can, in theory, 
amount to between 70 per cent 
and 80 per cent of total costs - 
though in practice it is usually 
Ear less. The Industrial Devel- 
opment Board, which dis- 
penses grants, claims that in 
ZSS3-94 the government contri- 
bution to new investment was 
21.5 per cent for domestic and 
inward investment. 

The board says that overseas 
investment since 1986 has 
totalled £l.6bn. Involving 265 
projects and creating 22,702 
jobs. The gross cost per job 
assisted in Inward investment 
promotions in 1993-94 was 
£27,424 - meaning that North- 
ern Ireland has one of the most 
expensive job-creation 
programmes in the UK. 

The IDB argues that it is nec- 
essary to spend money. The 


The Republic of Ireland's mam 
attraction as an investment 
location is that it enjoys 
Europe’s lowest corporation 
tax, John Murray Brown 
writes from Dublin. Inward 
investment accounts l or 75 per 
cent of Irish manufactured 
exports, 55 per cent of manu- 
factured output and 45 per 
cent of employment in manu- 
facturing. 

The Industrial Development 
Agency, the government body 
which co-ordinates policy, says 
about 1,000 foreign companies 
now operate in the republic, 
taking advantage of a young 
and educated labour force. 

The 10 per cent rate of cor- 
poration tax compares with 33 
per cent in the UK, the next 
most attractive regime. The 
terms In the republic run to 
2010 for manufacturing and 
2005 for financial services. 

Subsidies cover an average 
of 20 per cent to 30 per cent of 
capital costs, rising as high as 
60 per cent In areas of high 
unemployment 

The republic is the first 
choice of location overseas for 
US companies in the software 
and healthcare sectors. Hie US 
accounts for 75 per cent of aH 
Inward Investment companies 
in the republic. In electronics, 
only the UK attracts more OS 
companies. 

image of violence has been a 
powerful deterrent to new com- 
panies, but the province is also 
perceived by outsiders as hav- 
ing a peripheral position. 

It has a population of 2Jm 
and therefore a small domestic 
market. Its economy is poorly 
integrated with that of the 
republic and the Irish Sea sepa- 
rates it from the mainland UK 
market In trying to sell the 
province to Investors, North- 
ern Ireland officials argue that 


Co mp etitors for Inward investment 

There are variations in fee level of assistance avaSahJa. Some UK regions 
benefit from speeffc European Union programmes whte others do not 
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there are other factors apart 
from grants and incentives 
which make it attractive. 

According to European Com- 
mission figures, an index of 
office construction costs pubs 
Northern Ireland at 65 com- 
pared with 100 for the rest of 
the UK and 113 for Belgium. 
Residential property Is 
cheaper, too. The workforce is 
well educated and wages are 16 
per cent lower than in main- 
land Britain. If a company 


wants to rent rather than build 
a factory there are grants for 
up to 100 per cent of rental 
costs for up to five years. 
There are also grants for prod- 
uct development, marketing 
and relief on loans. 

Although the province is 
handicapped in comparison 
with the Irish Republic by hav- 
ing to levy corporation tax at 
the UK rate, companies mak- 
ing taxable profits of less t fy » n 
£250.000 pay a 25 per cent rate. 


UK NEWS DIGEST 

EU tax demand 
may push up 
cost of betting 

Betting on races such as the Prix de L'Arc dc Triompj* 

become more expensive if a new European U town , draiimiw- 
tive becomes law. The proposal attached to 
fanning is designed to raise more money for the European 
bloodstock industry. But it would mean that bets on racre to 
one EU state would incur the tax imposed by the county in 
which the race was run. 

A UK bookmaker would have to pay the 5 per cent ranch 
levy for a bet on a French race rattier than the UK levy of just 
over l par cent. In the Irish Republic, where there is no levy 
on off-course betting, the proposal would have a more general 
effect More than 80 per cent orall Irish bets are placed on UK 
races and would attract the British rate of tax- 

Mr Tom Kelly, director-general of the UK’s Betting ORIcfs 
Licensees Association, visited Brussels yesterday to protest 
against the recently changed text of the fanning directive. He 
said It was wrong to introduce a substantial tax ehange 
through an agricultural directive and believed the plan 
breached subsidiarity roles. Horse racing was supposed to be 
mte of the EU industries allowed to set rules at national level. 
British bookmakers say their French counterparts can more 
readily afford a 5 per cent levy because their overheals are 
lower. Unlike British bookmaker*, they are allowed to trade in 
bars and cafes. 

Lloyd’s drive against legal 
action faces resistance 

Efforts by the Lloyd’s insurance market to end legal action 
from lossmaking members face resistance from those who 
would have to pay most of the bill. The insurance market's 
ruling council is expected to hear of the obstacle tomorrow. It 
emerged yesterday that Mr Peter Mi d dl e ton. Lloyd’s chief 
exec uti ve, recently met “errors and omissions 0 insurers - who 
provided negligence cover to professional agencies being sued. 
The meeting formed part of his efforts to increase pressure for 
a new settlement 

E&O insurers are understood to be divided over whether 
fresh negotiations are in their interest, but most believe firmly 
that they have no incentive to enter talks now. Tomorrow's 
council meeting is expected to decide whether attempts to 
forge a new deal should be stepped up. The mass of pending 
jiHgatinn continues to blight the image of Lloyd’s, dot erring 
potential investors and hampering the insurance market's 
efforts to collect money owed by Names. 

Earlier this year. Names - individuals whose assets have 
traditionally supported the insurance market - rejected 
a deal worth £900m ($l,48m) and have subsequently pursued 
court actions for claims totalling about £3bn. But 
the E&O usurers argue that the sums -available to 
fund any deal have not changed and that lossmaking Names 
continue to have unrealistic expectations about how much 
they might eventually receive - either through court action or 
a settlement 

Money supply growth stays 
well above government target 

The rate of annual growth in M0. the narrowest measure of 
money supply, fell bade in November, figures from the Bank of 
England; the UK central bank, showed yesterday. Measured on 
a seasonally adjusted basis, M0 grew 7.1 per cent in the year to 
November. This was lower than in October and September 
when MO grew by 7.3 per cent and 7.2 per cent respectively. 

However, the annual growth rate was slightly higher than 
the market had expected and remains well outside the govern- 
ment’s target monitoring range of 0 per cent to 4 per cent MO 
has traditionally been taken by the Bank of England as a key 
inflation indicator. However the Bank and the Treasury have 
recently teen moving away from using monetary aggregates 
to set interest policy, not least because M0 has diverged from 
retail sales and inflation trends this year. 

Demand for consumer credit 
still far ahead of last year 

Demand for credit among UK consumers eased slightly in 
October, although it continued to run at a high level. Official 
figures yesterday suggested that finance houses took the lion’s 
share of the business. The Central Statistical Office reported 
that net lending to consumers by finance houses through 
unsecured lending from building societies and on bank credit 
cards under the Visa and Mastercard systems, fell to a season- 
ally adjusted £451m (8740m) in October from £479m in Septem- 
ber. But it was well above the £320m of October last year. 

After record net lending of £632m in August, high consumer 
credit demand in the latest two months ensured that net 
lending , as measured by the CSO each mouth, reached a 
record £1.56bn in the three months to the end of October. 

• Consumer spending through credit cards was stronger in 
November than a year ago, figures from the Barclaycard credit 
card group suggest The group’s data showed that total spend- 
ing on its credit cards in real cash terms was 9 per cent higher 
last month than a year before, when adjusted to take account 
of the number of processing days in the month. 

Spending between November 21 and December 2, which are 
regarded by most retailers as the first two weeks of the crucial 
pre-Christmas period, was at least 7 per cent higher than in 
the same period a year before. 

Business failures decline to 
lowest level since 1989 

The number of business failures hi the third quarter of this 
year fell to its lowest level since 1989, says Trade Indemnify, 
tiie credit m a nag em e n t group. It reports 784 business failures 
in the third quarter of this year, which was 5 per cent fewer 
than in the second quarter and 33 per cent down on the same 
period a year before. 

Trade Indemnify points out that Dali in the level or business 
feflores appeared to be slowing, with some regions recording a 
rise in business feflures between the second and third quarters 
of this year. Most of this rise in business failures occured tn 
Industries such, as tex tiles, clothing and agriculture which are 
less affected by swings in the economy. Business failures in 
<fychral industries such as chemicals and engineering declined 
significantly. 


Plague and kidnappings 
lead to ‘paranoia’ in tourists 

Briti sh tourists rate India and Vietnam among the most dan- 
gmtnu places to visit and many are still deeply fearful of 
travelling to Florida, says a poll from travel insurance eom- 
pany Home & Overseas. It shows that attacks on visitors to 
Florida are still fresh in the minds of tourists even though 
tow anti-crime measures have been introduced in the US 
state. 

Fifty-nine per cent of 1,000 people questioned in October said 

■ j ^ Bre a&ai< * °* g°tog to India and Vietnam and 41 per cent 
said they would be worried about travelling to Florida. -Pub- 
licity about plague in India and isolated incidents of fcMnnp 
and murder in other countries seem to be bringing out the 
paranoia in British holidaymakers ” said Ms Sarah Joannides, 
deputy underwriting manager for Home & Overseas 

’Their reaction is over the top,” she added. "You are 
actually for more likely to be injured crossing the road in 
these countries than being attacked." Colombia, Cuba. Israel 
and Bolivia were also high on the list of destinations consid- 
erte dangerous while Hong Kong, Greece, Japan. Australia 
ana New Zealand were seen to be some of the safest countries 
to visit 
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Hutchings and the 
price of promotion 


Greg Hutchings, who earned 
£L2m last year as chief execu- 
tive of industrial and foods 
conglomerate, Tomkins, could 
earn less this year in his new 
role as executive chair man. 
The promotion is part of a 
reshuffle nmymnrpH yesterday. 

. Hutchings etfoys a complex 
remuneration package which 
includes incentive payments 
based on earnings, dividend 
and share price performance, 
but given the company's share 
price performance over the 
past year, it was probable 
Hutchings earnfag w would be 
less than last year’s. Since Jan- 
uary, Tomkins shares have 
fallen from a high of 282p to 
last night’s 2lSp. 

Bodies politic 

■ Peter Wetzel, chairman of 
S Jt Gent (UK), has been 
appointed one of the four 
world vice-presidents of the 
TEXTILE INSTITUTE. 

■ Tom Vyner, deputy 
chairman of joint md of J. 
Salisbury, has been elected 
president of the INSTITUTE 
OF GROCERY DISTRIBUTION. 

■ David Thomas, md of 
Whitbread restaurants and 
leisure, and James Walker, 
joint md of Walkers 
Shortbread, have been 
appointed to the council of 
FOOD FROM BRITAIN. 

■ William Day has been 
appointed direct or of the 
OPPORTUNITY TRUST which 


Leaks to the weekend press 
forced the eariy annnmvympnt 
yesterday of the reshuffle, 
which was originally piawwod 
for January. Michael Moore, 
Tomkins part-time non-execu- 
tive chairman for il years 
a director since 1981. is retiring 
at the age of 58. The company 
said yesterday the reshuffle 
had been planned for several 
months and denied there had 
been any acrimony over 
Moore's departure. 

Other directors are to be pro- 
moted; Ian Duncan, becomes 
deputy chairman awl retains 
his post as managing director 
(finance). Bob Muddimer, 
chairman of the foods division 
Ranks Hovis McDongall. 

funds revolving-loan schemes 
in developing countries. 

■ Bill Gartland, former md of 
Thomson Directories who is 
also a director erf Dun & 
Bradstreet Group (OK), has 
been appointed a special 
adviser to the FRINGE'S 
YOUTH BUSINESS TRUST. 

■ Keith Birch, formerly head 
of optical metrology at the 
National Physical Laboratory, 
has been appointed executive 
secretary of the BRITISH 
MEASUREMENT AND 
TESTING ASSOCIATION; 

John Wilson, founder 
secretary, becomes executive 
awrinfamf 

■ David Bentley, chief 
internal auditor at Leeds 
Permanent Bufiding Society, 



becomes joint manag in g direc- 
tor, operations, with Tony 
Reading, head of the compa- 
ny’s US division. 

Jim Butler and Tj ifonel Stam- 
mers have resigned as non-ex- 
ecutive directors to focus on 


has been appointed chairman 

of thp International 

Membership Committee of the 
INSTITUTE OF INTERNAL 
AUDITORS. 

■ Boy AytifTe, general 
manager of the materials 
division of the Post Office, is to 
spend a year's secondment 
with Partnership Sourcing, the 
joint DnyCBI initiative set 19 
to promote long-term 
relationships between 
purchasers and suppliers. 

■ Tim Kind, formerly 

vice-president of the Small 
Business Bureau, Hag been 
appointed to the board of the 
LONDON CHAMBER OF 
COMMERCE AND INDUSTRY; 
he is chairman of its Small 
Business Committee. 


Amzallag: pulling BNP together 


Robert Amzallag (right), 50, 
has been given the job of mak- 
ing BNP’s presence felt in the 
UK. He has been appointed 

managing- director of BNP UK 
Holdings which oversees the 
UK Operations of the recently 
privatised French Hank. 

BNP, one erf the oldest-estab- 
lished French banks in the 
City, has assets of over £9bn in 
the UK and employs more than 
800 staff. However, its various 
operations - ran g in g from its 
traditional bank branch, to 
BNP Capital Markets and BNP 
Mortgages - have tended to 
work independently, of each 
other. 

The latest reshuffle is part of 
an effort to achieve greater 
synergy- and co-operation 
between the group’s financial 



and commercial hanking activ- 
ities in the UK. BNP says it 
wants to build on its tradi- 
tional strengths in foreign 

ffvchangn, lending and bonds. 

Following the French par- ' 
enfs derision to reorganise its 


w or l dwi de mnnagnment struc- 
ture along product lines, 
responsibility for BNP’s world- 
wide hrmd business has haan 
dalpgatpd to London. P hilip pe 
Truffert, managing director of 
BNP Capital Markets, will 
head the operation. BNP says 
that it also intends to develop 
a si gnificant presence in Lon- 
don in structured financ e, 
international private hankfag 
and emerging markatg 

BNP is unusual among for- 
eign hanks in the City in hav- 
ing its own hoard of local UK 
directors chaired by Lord 
Hunt, 75, a former civil ser- 
vant. Sir Geoffrey Mulcahy, 
Chairman of Kingfish er, has 
been appointed a non-executive 
director of BNP UK Holdings. 
Wtftiam EaU 


Blagdon Water Garden Products Ltd. 

(in administrative receivership) 

Bridgwater, Somerset 

The Joint Administrative Receivers offer for sale the business and assets 
of Blagdon Water Garden Products Limited. 

Principal features include: 

■ Annual turnover of £8 million 

■ An established product range and Garden Centre Customer base 

■ 80,000 sq.ft freehold distribution property In Bridgwater 

■ A specialist Water Garden Centre at Langford, Somerset 

For further information contact the Joint Administrative Receiver, 

Peter Rilett, KPMG Corporate Recovery, Richmond Park House, 

15 Pembroke Road. Clifton. Bristol BS8 3BG. 

Telephone: 0272 464000. | f~l I“~] 

Fax: 0272 464058! MSWMMiT* 
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Garages & Car 
Showrooms 


North Devon 

The main activity of Raleigh Garage 
(Bidcford) Limited (in receivership) 
comprises of the sale, repair and 
servicing of motor vehicles with 
petrol and forecourt sales. 

■ Established Ford dealership 

■ Petrol sales pm litres per annum) 

■ 3 purpose built freehold premises 
in prime locations 

■ Turnover £3 .5 m 

■ 17 experienced staff 

For further details contact 
the Joint Administrative Receiver. 
Michael Gerrard, Grant Thornton, 
43 Queen Square, Bristol BS1 4QR. 
Tel: 0272 268901 Fax: 0272 265458 






{?®B SArura 

Our dm » ||wu| ifi^itvPry 20 
excellent range erf products which 
hi c lnift an mmbft 

Profit circa £] 00,000. 
Wrifeta Bax 3583, Rtandal Times, 
One SoaOtratk Bridge, London SE1 9HL 


Laundry & 

Dry (Meaning Co 
NW London 

IK Boat S35BZ, ftaoeid Hno, 
One SooflwMi Btxfee. LoodM SEJ 9HL 


their other board commit- 
ments. They will be replaced 
by Roger Holland, chairman of 
Cray Electronics, and Mr Want 
bold, a managing director of 
Lazard Brothers in London. 
Peggy BoBmger 

Finance moves 

Morgan Grenfell has suffered 
its first defection since the 
announcement that the Lon- 
don merchant bank would be 
integrated more closely with 
the Investment hanirhtg arm of 
its parent, Germany’s Deut- 
sche Bank. 

SSmon WlBes, 33, a director 
of Morgan Grenfell Interna- 
tional, is leaving to join the 
board of the specialist mer- 
chant bank. Close Brothers. 
Ruffes, who previously worked 
for Robert Fleming, is being 
recruited to Iwwi an expansion 
of Close's corporate finance 
department, which he is expec- 
ted to head early next year. 
Robert Peston 

■ Taknmi Shibafa, formerly 
md of investment banking 
division of NOMURA, based in 

Tx>ndnn j Hag been ^ ppprinia*! 

executive vice-president of 
Nomura Project F inan ce 
fotematinnal in Hang Fnng 
He is succeeded by Hironri 
YamajL Kozo Yamazoe has 
been promoted to md of 
corporate finance wi thin the 
investment hanking division 1 
and Sam Berwick and Michael | 
Bloomfield promoted to mds in . 
tiie debt markets division. 

■ Simo n formerly 

investment director of London 
A Manchester , has been 
appoi nt ed md of SUN LIFE 
Asset Management 

■ Orris Thom has been 
promoted to general manager, 
strategic development at 
MID LAND BANK; he is 
succeeded as gene r al m anager, . 
retail hanking services, by 
Patrick Boylan. 


Few business gifts work 

harder for you throughout mS " *: :■ 

the year than a -■ - 

k\ use they ■' 

acknowledge the ' •' 

standards of 

ffitegnty, accuracy ^ 

and consistent h^h 

quafty for which the 

FT is respected the 

worid over and when 

offered as business Vfeek-to-view Rims from 24 Nov 94 to 
gifts they speak 28 Jan 96. Over 100 pages of business 
volumes about you and travel information. Lsfs Me fop 100 

aid your compact international banks, stock markets and 
databases. 48 page colour world atias 
Both Ihe desk efiary ^ a -jy centre maps for 135 cities. 
andthepoctetriary Country surveys. Detachable personal 
are avaSaUe in a telephone directory. 
choice of Back 

leather, burgundy bonded leather or black leatheidoth and can be 

personaTsed with your axrra^ ^ w ^ 

for that extra touch of style. ^ 


'T-Sfit 


Week-to-view Runs from 24 Nov 94 to 
28 Jan 96. Over 100 pages of business 
and travel information. Lists the top 100 
international banks, stock markets and 
databases 48 page colour world atlas 
and city centre maps lor 135 cities. 
Country surveys. Detachable personal 
telephone directory. 


mm 


Week-to-view Runs from 
19 Dec 94 to 7 Jan 96. 
Portrait format 34 pages 
of business and travel 
information London maps 
for City. West End and 
Underground. Detachable 
personal telephone directory. 


Week-to-vte w Pink page J 
horizontal format. For all other 1 
features see standard pocket i 
dia ry above. 

To place your order please 
phone our credit card order 
line quoting reference 301759. 

0209612820 


Alternatively please post 
your order and payment to: 

e^7\ FT Collection, 
\2^>POBox 6, Camborne, 
Cornwall TR14 9EQ. 


XX)E 

PRODUCT DCSCRPT10N 

i 

UK ' 
1 

m 1 REST OF 

! ] woftj) 

n 

DESK OtAW Hack leather 

£7885 , 

' £8801 •' 0696 

DB 

DCSK DMRt tM&nfr bonded leather 1 

£4489 i 

£5892 | £5231 

DC 

DESK WAfft bt** leotbeidoth i 

12882 i 

t £3382 | £3309 

PL 

POCKET DIARt liar* leather 1 

£1849 1 

1 £1582 | £13.74 

PS 

POOtET DWTt bwgiwjy bonded leathw 

, £1450 , 

i £1483 1 £1272 

PC 

POCKET DIARt fata* Mherdotti ! 

£1290 1 

I £1330 j £1180 

PP 

FT PWK WGE POCKET OMRU Mac* bonded feather i 

£1496 ; 

1 £1584 i £137* 


Tt« rtbrmAn you pn»)» afl beMd by is artm* ta used to lev you Mgnnad^ d other FTH 
pnducta »d by stated ^dycocnpaniBlarmhcfel paposes. 

For further information or a M catalogue 
please phone 0483576144. 

Also avaiabte in the range are items such 
as leather walets, conference folders and 
organisers - afl fined in dstfoctive FT pink 
monogrammed moire sic . . 


BUSINESSES FOR SALE 


Coopers 
&Lybrand 


MANUFACTURER & ERECTOR OF COMMERCIAL 
AND INDUSTRIAL OPEN SPACE BUILDINGS 



rUvn' 'i 


The Joint Admtattdw Reafoam David RWSon and km N CanuAe^ aOer lor side «m business and 
ossea of tie above companies tocated d Ryton Covsrtiy and Bodalminfl, Surrey. 

Pitodpal featizes of the buskesses tadude: 

• lumover of £7 mHDon wBh 100 employees 

• wfcta nmping customer ban In to commercial, industrial, c$rictAeal aid domestic markets tor baft 
ptABc and private sectors 

• totxBng manrixturw at system biddings 

• established steel tame tabriaflton. conade casflng md Joinery capabfiBy suppated by skffled design 
team 

• order book circa £1.5miBon 

• tmefiold property wfihln 7.2 acres o( land tocoted dose to 1*8, M40 & M45 maiciiways. 

For tutor detafis please contocJ David R WTBon or Mctad Owm at Coopen & Lybrand, 43 Temple 
Row. Birmingham B2 5JT. Telephone: (021) 200 4000. Fax: (021) 200 4040. 

Coqpas A Lybrand b awhorised by the la«teac of Cbtnand AtconaanQ m Bo^had and Writs to caoy on 




BY ORDER OF THE JOINT ADMINISTRATORS 
S.D. 5WADEN FCA & J J. 5CHAPIRA ACA 
IN THE MATTER OF 

PRINT PROCESSES LIMITED 

Offers are invited far ffie business and assets of ffiis established 
Lithographic and Screen Process printers with a solid customer base. 

• Loyal and skilled workforce • Leasehold factory unit 
• Based in Bow, East London • Turnover approximately £3 million 
• Established circa 1950 

Furdier enquiries should be addressed k> the office of 
Leonard Curtis & Co, Chartered Accountants Ref; DJJA. 

PO Box 553, 30 Eastbourne Terrace, London W2 61F Tel; 0171 262 7700 Fax: 0171 723 6059 


Grant Thornton 

Tfce U JC meabw finn.of Gnm1W»n U* 
Anthorncti by ibc [minute oiCnartcred keeou._ 
r ^W aSTjlBiaontofl wvatmwB burincM. 


iq Unawtiooal 
AeeauWMafin 


BUSINESSES SALE 


A 


JOHN MILLS ©1 

HYDRAULIC PRESS & ASSEMBLY SYSTEMS 

Our dient is seeking a purchaser for the intellectual prop- 
erty rights to the designs and drawings of its well known 
range of machinery. 

• excellent brand name 

• leading technology 

• six months sales £765,000 

• blue chip customers 

For further information please contact Martin Drake at 
M&A Worldwide UK 6 Buckingham Street, 

London WC2N 6BU.Fax: 071-930 6192 


EQUIPPED SHEET 


i;-'h nr 


FWSJUf BY PRIME IREfflT 




puwr m waoBn mcuides: 

• Itap( TfwvBc Ml MC ponefi 

• PnflHK 160 mn CMC one bate 
■ F aS fi a t ton ana vatonp aqntpnwr 


Canttct: Robwl Pattwwn 
T«t 0131 261 268 T fee 0131 261 4781 


• • HENRY I 
J-1»BUTCHER| 


Contact: KcbBd Coriqr 
T* 0113 245 7356 Far 0113 248736a 


Professional 

Photoprinting 

Company 

covering all aspects of photo- 
graphic reproduction, with 
an extensive bureau facility. 
Turnover £Um. 

Write Kr Bos B3584, Rn**Ci«l Tana, 
One SnRtawuk Bridge, Lmdoa SE1 9HL 


BUSINESS OPPORTUNITY LOG 
UQ dob an 0 ac asd q> n difc denib ob 
- niiiitiTrtliifllr JJ -Uiai 
* Qaapask* fa 1Mb 
•Afltftaa 
•Mkewnrah 
Pmdmxd by fgpfri rard rrnT ririutiuh wilh 

B nln i h rffliK Ml mlin, m mHi mar 

IU: 071-393 9003 Roc 071 -353 9004 


Unchana-Lost 
and Found!! 

When Undiaua was 1 month old her 
mother brooghl her to the Orphanage 
and asked if we could look after her 
Her mother was at dial lime, wotting as 
a receptionist bat did not cam enough 
money 10 support the chflcL The mother 
and father had separated and the father 
was not interested hi bis family. The 
mother left Pal lap to go back to her 
home town and we have bad do enntati 
from her. Unchana is ool eligible fur 
adoption as wc do not have release 
papns from ibe mother Unchasu fa as 
oon- been at the orphanage for 2 years. 

She seems to hare settled well and is 
progressing normally She is a happy 
little girl and loves to play with the 
other children. 

Regular contact with your sponsored 
child is rewarding. For more details as to 
bow you cm help to sponsor a child, just 
send your name and address (no stamp needed) to 

Rev. Ft. Raymond A. Brennan, GSs.IL, Pailaya Orphanage 
Trust, DEPT,FTI061294CU FREEPOST, London W14 OBR. 
TeL 071-602 620}, FAX 071 -6U3 6468 i R.? ciuniy No. 2 Wjui». 


PUBLIC SPEAKING 

Training and speech writing by award winning 
speaker. First lesson free. 

Tel (0727) 861133 





LEGAL 

NOTICES 




From January 1st 1995 
providers of life assurance, 
pensions and other investment 
products to retail customers 
will have to provide full disclo- 
sure of the charges they make. 
This survey wfll examine the 
impact of Increased competi- 
tion between providers, the like- 
ly reductions in charges and wll 
suggest how to find the right 
products at the right price. 

For an editorial synopsis and 
information on advertising, 
please caO: 


WIBan MacLeod 

in London 

Tel: (071) 873-3688 
Fax: (071) 8733078 


FT Surveys 


IN THE MATTER OK 
CHARTER PLC 
am t 

IN THE MATTER OF 
THE COMPANIES ACT IMS 
NOTICE IS HEREBY GIVEN Hot > FtlHm n 
on Ibe 18th November IW (naoud to Hci 
M*jra*'i Com ot hnucc lor Ur caoErau- 
liaa o( ifac anodlaliaa tt be Share Pmniu M 
iVrnm <11 Ihr il,iil nretril rumpniv nnnnHir 
to£«u Jfi7.77A<w. 

AND NOTKX IS FUBTHER GIVEN Ihu the iwl 
MilaBfi a ditrvsal H> he bnnl beture Mi Rcii^iliii 
Bacfcky « the Royal Coons ft fan are. Suaad. 
UMw W C2A 2U on Toads; ibe SU 

As* aaUu ut StwchDldn ft the uiil Cmtnisy 
la oppaic fc Bakisft ofaa Onto lot ihc 
coafrnnmm of the said cana-tfaihiB of Shwc 
P rct niM Annul navdd appear at the lot of 
hearing In person at fry Cbansd for that pszposc. 
Acnpjsdihcaaid KtMoaanllhc hamifadiaiap 
mch pawn re au— g the ssk by the aadomes- 
tetd SeCdha on payrecM it the ~ttnhiri1 

DATED the tSth day of Nonrefrc, 1944 

Slmcfaer and May 

33. Uariufadl Street 

LnadonECZVSDB 

let RLH 

Solicten for the »d Cnopns 


isovuua UNUTEO 


*— — * 1 — m ‘-nnfti 

bet 


Osti n t nipn is l— i u t sh isi na n» s i ni iiim.M N B» uris » 
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Hm el psnea eeoMri the aAB nia atae Mcescre 
»Bd»^»iat|«cOw«MlbMH.HOBBiinl4BidCsrLs 
SsstrOtonc 

V M IASSIOW md N nUDOOOC 
lamMwtvAt Cccessn 
icdbcefatfa K».0QS31( mde0b477)ol 
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Bulgarian Tdecomnwricatians Company Lid. 

Bulgaria - Sofia - Digital Microwave Radio Network 

SUBJECT 

INVITATION TO TENDER FOR THE IMPLEMENTATION 
OF A DIGnAL MICROWAVE RADIO NETWORK 

Tta Btignta lWeconmunicatioRS Company Ud. (BTC) ties secured 
financing towards the cost of a Digital Mcrowavs ftefio Network (LUT 3) 
end b Management Wormnflon Syston (MS) project through a loan ol 
USD SO mton bum the B8D [to Worid 

The proposed Ucrouaw project indudes, on a tumk^ bails, 
to suppJy. bstaMkn, tssriog of UgAal Mcnwave ftodo equipment, 
meas u ri n g equipment end to related optical fhre junction cables 
end rmiiipisxin-g equipment incknSng Netmic management fldBies 

andtratahg. 

The main elements of the Lot 3 BM Package are: 

- Digtal Redto Relay Systems; 

- Measuring equipment; 

- Mu8k>to±ig equipment end systems; 

- OpdcaJ Fibre junction cables; 

- Mcnmave network managomant coirponenl systrun; 

- Energy, environment end structural support insulations; 

- instsfiaiion. lasthg. Opwational and Warranty services; 

- Deining and Organisational sendees for network operations. 

- BTC Ud now’ tatos ceded Bids from afig&ie Bidden tor Lot 3, who 
purchase to Bidding Documents. Bating mil bo conducted through 
ntemationai compefttre Bidding ftocadwe under to Gufcfeflnes for 
ProciffecwTt at to Worid Bank. 

tntarested Bidders may obtain firther infonnatlon frora: 
Mr. A. Stavinsid, Vtee President BTC Ltd. 

8, Totleben Btvd. 1606 Sofia, Bulgaria, Room No. 618 
Telephone : (+359 2) 871638, 889431, 49 200 22 
Telefax : (+359 2} 49 200 22 

Ttetex : 24199 

The biddbq documerts my be purchased el to dbovs address 
after It December tod. The bidting documents vU be purchased 
upon payment of a non-ra ft mrfnhto fee of USD 450. AD Bids must be 
accompanied by a Bid Security of noi less than 2% ol to Bid amount 

For cbrificatkm of to project, a Pre-Bid conference for regtatered 
Biddecs wS be held by BTC in Sofia, artUIO a. m. on 26 January 1995. 


K & V Lipscomb (Motors) Ltd 

The Joint Administrative Receivers 
Peter Copp and Geoffrey Kinlan offer 
for sale the business and assets of the 
above company which trades as a motor 
dealer, to include the following: 

• Modem leasehold showrooms and 
fully fitted workshops in Ashford and 
Folkestone 1 Volvo and Peugeot) 

• Skilled workforce 

• Large, well established customer base 
- corporate and individual 

• Turnover 1 993/4 - £8m 

For further information please contact 
the Administrative Receivers' agents 
Edward Symmons & Partners 
I ref; Mr. A Rolesion tel: 0171 407 8454 
or fax. 0171 407 6423. 


IBDO 


BDOStoy Hayward 

Corporate Recovery 
• and Insolvency 

& Baker Street. London W 1 M I DA. 
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MANAGEMENT: THE GROWING BUSINESS 


Michiyo Nakamoto on how small 


companies are holding their own 

Standing up to 
Japan’s giants 


H ow does a small, Eann ly- 
nm parts supplier protect 
itself from the whims of 
large, powerful customers on 
which it depends heavily for bnst- 


Tbe question has haunted Akira 
■limbo, president of Jimfao Seisa- 

knsho, as he has steered his small 
components manufacturing com- 
pany through boom and bust over 
three decades. 

Jimbo Seisahnsho, which speci- 
alises in the manufacture of small 
parts such as nuts and bolts for 
electric tools, line printers and 
medical equipment, is located in 
an industrial region west of 
Tokyo. 

The company employs about 26 
people and delivers 80 per emit of 
its output to a Japanese maker of 
heavy electrical machinery. 

At a time when many small 
Japanese suppliers have seen 
business dry to a trickle in the 
country's sluggish economic envi- 
ronment, Jimbo has been so busy 
it has had to turn carders down. 
Growth in revenues has been in 
double digits this year,- rising 30 
per cent in August alone. 

The struggle to find a way to 
enable his company to stand on 
its own steins from the bitter 
experiences Jimbo has had wtth 
large customers over the years. 
The company has faced collapse 
twice in the past 

“We used to manufacture prod- 
ucts in volume but during times 
of difficulty, our customers would 
tend to take these products 
in-house or competitors would 
undercut us,” Akira Jimbo 
explains. 

In today's high-yen environ- 
ment many small Japanese sup- 
pliers are again losing business to 
their customers or lower-cost 
countries in Asia. “Anything that 
can be made in China or other 
cheap countries Is being taken 
away," be laments. 

Jhnbo also found that large cus- 
tomers often copied manufactur- 
ing techniques file company had 
developed through trial and error. 
This is a particular problem in 
Japan where relationships 
between suppliers and their cus- 
tomers are extremely close, mak- 
ing it difficult for small suppliers 
to stand op to large customers. 


“In fixe past we used to rack our 
brains about how to make some 
products Easter and better than 

others. But customers would said 

people over to look at what 
ma cMnes we used and how we 
bad them developed and order 
exactly the same machines from 
the ffl im companies which sup- 
plied ns," Akira Jimbo recalls. 

His solution has been to reduce 
dependence on mass production 
and concentrate on waking things 
that other people cannot make. 
The company discarded all its 
mass-production machines which 
were copied by its customers. 

Instead, it has developed exper- 
tise in producing very small nuts 
and bolts which others, inducting 
clients, ff»d impossib le to 
For example, it developed a 
method to make a nut for the 
Monju fast-breeder reactor that is 
just 2Amm wide and i-fimm thick 
and winch has a screw inside that 
is cut at an angle. 

“There aren't very many com- 
panies which can do fids kind of 
work because it requires extreme 
precision,” Akira Jimbo says. 

The company’s ability to pro- 
duce such small parts stems from 
the use of digital computer tech- 
niques to progr a m machinery and 
processes. Akir a Jhnbo's son, who 


Expertise it has 
developed has meant 
customers seek the 
company out 


trained as an engineer, is the pro- 
gramming brain behind the con- 
trols used. 

The expertise it has developed 
has meant customers seek the 
company out It does not ask for 
work. 

“When you go asking for work 
you have to offer a 10 per cent cut 
in prices. But if they come asking 
you, you can put 10 per cent on 
top of the going price," Akira 
Jimbo says. 

With that advantage, the com- 
pany has been able to follow a 
golden role never to take on work 
that could be shifted overseas, 
and it no longer suffers from 
being copied by its clients either. 


P eter Brooke thinks his time 
at Harvard Business SdMOl 
was the woret two years of 
his life. The presumption 
that there was an answer to every 
problem in business irritated him. 

But the American entrepreneur, 
who was to found Advent Interna- 
tional and become a pioneer of ven- 
ture capital investment in high-tech 
companies In Europe, did take a 
course taught by Georgies Doriot an 
management Doriot frarodfld Amer - 
ican Research and Development, 
which became one of the first suc- 
cessful US venture capital organisa- 
tions in the 1950s. 

But Doriot was much less suc- 
cessful when he returned to his 
native France to try to repeat the 
US success in Europe. That failure 
then provided Brooke with an 
invaluable lesson when he followed 
his former tutor across the Atlantic 
to built Advent Tntama’tinnflL 
Instead of trying to find and eval- 
uate deals from a central office, as 
Doriot tended to do, Brooke made 
sure he had par tner s in aanh coun- 
try who could unearth potentially 
interesting businesses and under- 
stand local ways. 

Twenty years on, Brooke says 
Europe remains a difficult environ- 
ment for venture capitalists. Hin- 
dered by the lack of a true single 
market and a constrained entrepre- 
neurial culture; Europe is still very 
different from the US as a market 
for private equity investment But it 
is not impossible. 

Over the past 18 months. Advent 
International has raised S3 15m for a 
global equity fund, forty per cent of 
which is to be invested in Europe 
and some of which will be invested 
alongside the Slbn its affiliates 
already have available for invest- 
ment on the Continent 
“The main opportunity in Europe 
is in those countries that are 
restructuring to handle the competi- 
tive future,” Brooke says. The 
break-op of large corporations and 
return to core businesses means 
companies and m*rtflggmf»nt teams 
are on the move. And the transfer 
of family-owned companies from 
founder to a next generation pro- 
vides another opportunity. 

But Brooke is gloomy about 
Europe's chances of producing a 
large number of high-tech opportu- 
nities for venture capital backing. 
Advent International's own 1980 
technology fund is TnaVmg money, 
14 years later, but the returns are 
not expiring, he says. 

The issue is not that entrepre- 
neurial flair and te chnical skills do 
not exist It is just that in Europe 
these abilities have tended to stay 
hidden inside large companies. 

“There is a certain reluctance 
among good technologists and man- 
agers to leave the womb of a Sie- 
mens or Alfa La veil to go into a 
small company,” Brooke says. “It is 
not necessarily a lack of entrepre- 



Brooke laments *a certain reluctance among good technologists and managers to go into a small company’ 

Cult of the big 
company 

Peter Brooke, pioneer of venture capital for high-tech 
companies in Europe, talks to Richard Gourlay 


neurial spirit, it is a matter of cus- 
tom and culture. Success is mea- 
sured by how well yon have done 
within Siemens. Leaving is almost 
regarded as being anti-soda! " 

Brooke believes this cult of the 
large co m pany in Europe still pre- 
vents talented individuals from 
going it alone. “Take the structure 
of the Genian industrial manage- 
ment," he says. "Yon have engi- 
neers, production managers, mar- 
keting and people. But if an 

engineer does a spin-off he has 
absolutely no idea of marketing." 

Brooke’s view of Europe as a ven- 
ture capital opportunity is at odds 
with moves by some large private 
equity investors, such as CVC Capi- 
tal Partners, Barings and Hambros, 
which have been expanding steadily 
into continental Europe. 

But without naming names, he Is 
not sure some of the larger fund 
managers are particularly venture- 
some. He is scathing about private 
equity i n vestors who do not bufld 
companies, engineer “simple lever- 
aged buy-out” deals and “sit around 
having lunch trading deals”. 

True venture capital, he says. 


involves the identification of an 
area of technology and detailed 
research into its application fol- 
lowed by active selling of the idea 
that venture capital can help bufld 
businesses. 

“A lot of people have lost sight of 
this with all the leveraged buy- 
outs,” he says. Advent Interna- 
tional, he chums, never e n g a g es in 
this practice, even, when - as now - 
the most promising area for venture 
capital investment arises out of 
re s tr ucturin g businesses. “If we do 
use debt in a deal we would never 
use anything but free cash flow 
Tafter research and development 
expenditure] to pay down the debt” 

One way Advent International 
has attempted to add value is by 
providing support from its Boston 
headquarters to the businesses it 
backs. It wifl, for example, help 
with strategic issues such as enter 
Ing new markets or how to 
approach the Federal Drug Admin- 
istration to get approv al for a new 
product Brooke believes this ser- 
vice sets Advent Interanticmfll apart 
from other wntun * capitalists. But 
he also knows competition is likely 


to hot up. 

Established investors of private 
equity in the UK and Europe have 
recently raised large new tends and 
are just as aware that they need to 
add value if they are to outsmart 
the competition. “If there is an 
oversupply of capital we have to 
continue to prospect and not do 
things so that pricing gets out of 
control, " Brooke says. 

Brooke is enthusiastic about 
{dans now being worked out to form 
a European equivalent to Nasdaq, 
to provide dynamic with 

earlier access to capital. But. he 
says, some companies should be 
nurtured in private longer. Too 
many float to provide exits for 
investors and not to raise new 
money. 

After more than 40 years In 
venture capital, Brooke attracts 
disciples, just as Doriot did. His 
goal is still to build Advent 
International into the world's best 
private equity investor. But at 65 he 
wants to get out of the business. His 
trouble is that right now - as when 
he was at Harvard - he doesn't 
have the answer for how to do it 



Headstart 
for VCITs 

The prize for being ftret to the 
draw on the new V enture 
Capital Investment Trusts, 
details of which wen published 
last week in the UK Budget, 
must go to Rothschfld Asset 
Management. 

HanCy bad the Chaucetior of 
the Exchequer sat down alter 

annotmdng dplflCMl tax 
breaks for investors prepared to 
back unquoted companies than 
Rothschild was committing to 
launch ft frost 

This trust will Invest in the 
food sector. K will focus cm 
companies with potential for 
rapid growth that are Involved 
In product or market innovation 
or technology development, 
investing up to tin In any one 
business as the new rules allow* 

Such has been the eariy 

enthusiasm among venture 

capitalists that other trusts will 
not be far behind. 

The question whether 
Investing in these risky 
investment trusts ts wise will be 
addressed elsewhere in this 
paper. After the finance bin, 
this page wifl review the kinds 
of growing businesses the trusts 
might back. 


Getting value out 
of your valuer 

Don’t employ unqualified people 
to give advice on rating matters 
following the latest uniform 
business rate revaluation to be 
announced early not year. So 
says the Institute of Revenues 
Rating and Valuation, which 
represents public- and 
private-sector staff involved In 
local taxation. 

If the institute is to be 
believed, the UK Is foil of 
“bogus rating consultants”. The 
institute's advice is to watt. 

Lists of valnfttfons will be 
published by toe Valuation 
Office Agency early to 1995 
showing new rateable values 
that will come In next April. 

In the meantime, Business 
Botes: Ttour Quids b available 
for £&99 from file Institute of 
Revenues Bating and Valuation. 
Tel 071 831 3505. 


BUSINESS OPPORTUNITIES 

READERS AHE RBCOHBBSJTO SSK APPROPraXTE PROFESSIONAL ADVICC BEFORE ENTERING WTO COWSmUQfTS 


BUSINESSES WANTED 



With Packaged Finance you can say 'YES’ to: Flexible finance; 
Increased financial headroom over your existing overdraft; 
maximising your sales; finance for export se i se; stock finance to 
meat seasonal peaks In your cashflow; accelerated profit gro w th 
and a financier who fufty understands your business. 

To find out more pfaasa telephone 
John Jenkins today. 


081 940 4646 




TSB ChinM Row* ud. Boson Horn. 
T*a lata Dim. Hdmona. SwrayTws HJE. 


iiMoaimwi 


manufacturing partner required 

(No fnvertmenl Required) 

For quality sheet metal fabrication aod final assembly o£ large welded 
f2 mem x 1.5 mem) mild steel endomes. 

Respected UK sales company with limited production seeks to expend and broaden 
its current range. 

ideally would sail finished goods muaGacttrer with existing excess capacity. 
Nadpals m(} please uk 

Box B3587, HbubcW Hums, One Soathmrfc Bridge, London SEl SUL. 


INVESTMENT OPPORTUNITY 

RecvntK tsiublislied compiiu;. in the Iti'-.ui't tivUl rtguirt'' Ui\ 
additional invotmvut of £250.000 fur tin.' launch of an iniima- 
live rum sun ice, hosed in London. Lritrepreneuri.il inaii;ii;e- 
menl maiketiiu: contribution from would be an 

advantage, i'leasc fax detail* of name and telephone ■ '>: 

0920 438 506 


Singer & Friedlander 

Factors Limited 


Independent from UK clearing banka. 
Costs cor upurut le with (m uibuft rates. 

Singer & Friedknder Factors 
Where Uktitun ^ of Age 

21 Now Stmt 


EC2M OIS 
Telephone 071 <21 0006 
Facsimile 071 fi 2 t 1900 



CHANNEL ISLANDS 

Offidwc Company JPotmttkn 
sad Administrate)!!. Also Liberia. 
Panama & BVl etc Tbtai offshore 
facilities and services. 

For feafeoadappotaODeat write 
Cray Tttoi Ud. Bdmem Hams. 

*' la SSf am 

Tt* 4IV2227 COFORM C 


SHORTTERM 

INSURANCE OPPORTUNITY 

for European concern to 
become established m fast 
growth South Africa 
Contact: CA Box 462, 
Bargvfef 2012, 
Republic of South Africa 


PACKAGING COSTS 

With more than 30 years experience at the most senior lewis to the 
industry our considtancy is usually able to defiver tignfficant savings in 
all areas of packaging. Specialties Include prirtied cartons, corrugated, 
vacuum formings aid afl types of plastics material. Our methods invnivB 
efients In no cost whatsoever until savtogs are achieved. 

P.M. Associates, 48 R ago tit’s Park Road, London NW1 7SX 
Tel: 071 588 8477 Fsjc 071 588 8478 


OFFICE IN MOSCOW? 

O Who nwraact jwr office dfariqg your 
■toencoT 

O Gets uoudb tin pm soviet cbm? 

O Knows die people, Otetr language ud 
cohere? 

O b i rttafcaH y e dma ded. apeslo Rwen 
udEvgUsW 

0 Knows how to raa a business sod an 
officer 

1 am Russin-&vUsh n ati o na l, am Mag to 
Maacow. ftrovslZjualiaiiigrowBiip- 
wo En Mioa office in Moscow fee western 
nup a aisa btteMdofu tao -n l o ai onicB. 
Wbh em ton wa . In the apnes and aviation 
(adasffy, b the ankmodve auuui and b 
hcaMxmi . I offer joe ay knowkdp, mj 
dci&aticB jodprufeuuxM&n fora wo-sec- 
fftahai poshmn wifbaomeapKa brown ini- 
oativc. i expert year coke 

Write te Bat B3S77, nuachlUua* 
Oaa Sonffiwaric Bridjc, Landau SEI OTH. 



kjr-r ' ; 

Wh. saak.yqutaMtxv cftqctfoom die pondpafeionty of gittaS to 
. iWtefeinu «*q*l Ariw* inBato^Ofstrtoidton^ht A3sembiyor 'mah 
to tefacate pastorWbciowe^ wdoajath 


>qepHp vilitr-ffidsfcg managefoeat wetaqrnedr ?..;V *'-**.* *: 

»»« 


mMMO INVESTMENT aou0Mforaxnpa- 
ny nth security software mpoctsd to bn an 
ITU Worid Sheeted. Ptosse oonbtt CMR 
13 Herisjr Sesci. London WIN IDA. Tab 
CD 638 1744 Fax: 071 837 2000 

COMMERCIAL FINANCE VHum CapBal 
a w da ttu tarn E2SjOoa upa nb . SmHe 
Rous. SansMa Fean. Brataar enquMu «#- 
ccn*. Ai\A> Anokan VWum Ud. T te 
(08M) 201383, Fax (0924) 201377 

100 QUALITY CONTROLLED InfomtaJ 
Investment end JV opportunMa* each 
(north ki The Captai Eac hange Qacrane. 
For sample copy cal 0C32-34»M. 

FULLY LISTED SHELL AVAILABLE. 
Sultnble tor bringhg a priueM company 
m te tiurtot by mwnw takeovee If your 
company in meMno paten In e ree a n of 
C1.S tiffin (hsimaibg an 01727 81T132. 


PACKING 

EXPORT & M.OJ3. RACKING 
WOOD & CARTONS - SPARE 
CAPACITY. QfiSED MIDLANDS. 
COMMISSIONS RAID. ALSO 
PLASTICS PACKAGING. 
TEL: 08S0 733 912 Anytime 


PRECISION PARTS COMRWY 
(OR PRODUCT LINE) WANTED 
SamB (WO < JE2M) Profitable niche 
i nmuif a rmre of quality m edia mail com- 
poacots selling to svftL appliance or 
other O.EM.'s, wanted by PLC with 
operations in svnc fidd. 

Writs Box: B37S7. Financial Times, 
One Sc nt hw erii Bridge. London 33 9HL. 


BUSINESS WANTED 
IN BIRMINGHAM/ 
W.MIDSAREA- 
Anytiig industrial wrapt heavy 
Industrial, with a prawn track racionl 
T fo glSm- K ConS dantlrfy assured 
Wrto to Bax B3578, RnancU Tknao, 
OnsSouthwak Bridge. 
London SE19HL 


HOTELS & LICENCED PREMISES 


PROPERTY BARGAINS Dmmtad me. i* 
to 79ft rtf up. vrtuations. AM eress. 0892 
370668. 


AUCTIONS 


NEXT AUCTIONS 

of life assurance policies sod 
fbrestiy syndicate shares 

on 15 Deofflbwia London 
IfefephonK 

HLE. Foster A. Cranfleid 
071-408 1941 far entdogw! 

RcgrittEdby Pnaoed (uvutaieia Arthoriqr 


FREEHOLD HOTEL 
LONDON BAYSWATER W2 
FOR SALE 

155 BEDROOMS EN-SUTTE 
RESTAURANT, BAR, CONFERENCE ETC. 
2 LIFTS, C.H. 

All enquiries Sole Agents 


Tel: 0171 222 



Fax: 0171 976 7110 


UCBffiai RESTAURANT HANCNS8TER 

cmr CENTRE: prtm ate. WT E4j500 

nuffiod. OP 74%. done AGOpm. mealtant 

decor and QqupmanL 73 emm, (tad £290 

pn. BUS E225J000 Had: 2n3Harrey Saver 

HodgklRMn TM: on B33 2000 


wbertse In Bda seffinn ptaene eonteti K«1 

: 71 ari 4780 or Uatahw 


Lawton on +44 

WBW Ol 


on *44 71 S73 330B 


BUSINESS SERVICES 


Oi I1C K and ( OMMI NIC \ [ U >N SI .RM( 5.S 

20 mill, from BRl'SSKLS 

AM U EKP. Moonr-r'-Cernweii 6 '/(/ 
Plume: 32 (0) 3S2S.80 l )(> Fax: 32 (O.i 3S27.IIS44 


OFFICE EQUIPMENT 


OFFICE FURNITURE 


We hove - direct from toe manufacturer - 
new high quality executive and system ranges 
- conference and receptions. Large choice of veneers, 
melamine and/or laminate finishes 


with discount of up to 40% from R.R.P.! 


London Showroom for viewing: 

Ariel House, 76 Chariotte Street London W1 Tel: 0374 741439 
Pull cam cad and planning services. 


LTNEABURO LTD Tel: 0992 5033 1 3 


THE IBERIAN MARKET 

Are you interested? 

A team of skilled multilingual 
professionals with over 
twenty years' experience in 
multinational IT and Telecom 
will provide services in: 

♦ '"'Strategy design for 

the IberiaaMarket. 

♦ Introducing your 
products. 

♦ Assessing and man- 
aging your business 
needs 

- e nd pi a ns A 

Please refer to: 1 

CRESCENT IBERIA' 
(Mgmt. Consultants; 

Tel: 3.;- 1-373.37.44 
Fax: 34-1-373.28.15 
MADRID - Head Quarters 


PERSONAL VOICE HAIL * FAX BOX: 

dbcraot 24 ftrx. ramaaglns, wvkMto. 

tatoCML tet 4MfrflBBML Fac 4MB- 

9678095 


Save on 
International 
Phone Caffs! 


USA only 24p per mm 
Australia 40p per iran 

No VAT 

Ask about oar tow rates 
to other countries. 


flback 


Can USA 1-206-284-8600 
Pax USA 1-2084824886 

419 Second Are. W. Setffie. WA 981 19 USA 


Call USA 

Only 1 7P/Min 

30 Mins Free 


Australia 

Only 29P/Min 

H'Kong 44p/min 

|W +44(0)181-490^014 
\fwt ^OlJSl -568-2830 
Dial Inf. Telecom UK 


BUSINESSES FOR SALE 


DECORATIVE STAINED GLASS LIMITED 

(In Receivership) 

ANNAN, DUMFRIESSHIRE 

The busmen and assets of this Manufacturer and Wholesaler of decont- 
tiw glass products la offsred for sola by the Joint Recewnrs: 

O Freehold p remis es of 7,000 sq ft (approxj fwith adfacut TOBhomiiigl 
O UK and orer a e as cu stomer baas 
O Committed workforce of 30 
O Trained ootworkeni 
O T urn o ver £Um pa (approx.) 

Contact: Peter Dean, 

NaviHe BossdLChax-tared Aeconatssafes. 

90 St Vhxant Shwt Claagc w (h SUB 
TML: 041 288 4888 (Fax 041-204 1888 ) or 0481 804051 


Businesses & Property in Receivership 


RASES 


My Mated wceHy&Ua to bo's to Ksiidstiaa A mcefmntoh ort 

to trauma, haaSMnqr auctions, bustnesm tor arte Nm Ssctions; 

Py InxrA anrii Jt I DA ^ ‘■■■shirs 

mnuteavcncf a nttUHWimavtv 

tbs UK guide id coosiwnM property to recotvartirip and tor aA - 
100's of prapetiy baistina - Kaiab, Nming Homo*. Land, QTItoss, 
Real A todooata! praiMaaa. DsMtopmaot opponunMos ale. 


Ifcfc (0375) 628881 Rax: 898883. 


Household Textiles 

Long established profitable dis- 
tributor of household textiles in 
OK. for sale. Well known brand 
name. Ihraover c i r ca 
£850,000 pn. 

Please write to Box No. B3581, 
Financial Tones, One Southwark 
Bridge, London, SE1 9HL_ 


HtCHE WA7TR TREA7WENT 

CO. FOR SALE 
Inti providar of custom water 


systems. Rropiatary produota. 

5018 growth par annum •OO-'M. 

Growth opportkiaxpancfing 

' purification mkt, S.E. US 


Jofan P oythr — . 


nssgnbsssa.ee atmammma. 
Uo RJE- ter. CttewttQ2S3». 


VEGETABLE 
DWTIBBUTI09I BUSINESS 

Serving the catering trade, 
centred in North West 
England. Excellent three year 
profits, recently £80fc Capable ] 
oC considerable expansion. 

Principals only. 

Telephone: 0353 720250 or 
Faoc03S3 721571 
. for further infonnation. 


COMPUTER UAINTEMANCE 
CONTRACTS 

ApproodmatWy 400 natklnwkte PC 
& peripheral maWononoj corxraete 
for sale. Btong value C600k per 
annuls spares also avtritaWe tf 
required. 

Ptaaaa write tK Box No. B3574, 
Financial Times, One Southwark 
Bridge, London SEi AM- 


BUS AND COACH 
OPERATOR 
•Northwest 

•nwnavmrkt Region of E1M 
* Profitable Concern. Estabfished 
hi mid 804 

• Good Heat of 2S VehldM 

• FraohoJd Garage, VWxtosftop 

and Paridrig hiduded. 

Write Box: BXEK 
FkwncM IkiM, o» Smtiliwsrit SAtaa. 
London SEI UHL 


FOR SALE -MAIL ORDER 
CLOTHING BUSINESS 

London Baaed - Exclusive Design* 
70,000 Name Dsrabaae 
Folly Computerised Order 

And Stock Control SysCm 
Serious Enquiries - Principals Only 
Write to Bm B3S76, Fmaocbl Unea, 
One Sw«arara«t Bridge. Loadna SEI 9HL 


EXPANDING 
LONDON TEA FIRM 

now wishes to dispose of non 

core business. This division 
| consists of packing and blend- 
ing together with brands and 
licensed products. 
Principals only. 

Write to: Box 3580, Fbmncia] Tman, , 
| OwSowIrarat Bridge, Utixton SEi 9HL 

ioe» live msmessES por sale: 
and arias of aasatslnBigWy07i 282 118* 

Ftec 071 1M 8404 


EAST COAST WHARF 
& WAREHOUSE 

Two-acte Leasehold Site 
FuDy equipped business 
for sale by a^d proprietor. 

Write ui; Box B357V. Fmaadal Ttr**. 
One SoetiRKzrt Bridge. Lwkn SSI WL 


recruitment 

BUSINESS FOR SALE 
Extremely snocessfoi reenrit- 
meat agency for sale. 
Tomovcr over £5 raiHion. 
Write to: Bn B358h, nmeblltmis, 
OaoSoatkwark Bridfe. LsadosSBl 9HL 


i 
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Court has power 
m swap rate case 


ih^JJ! u* /;<^> 


BUSINESS AND THE LAW 


D uring the last two years, 
the emerging Indian 
market has played sec- 
ond fiddle to China in 

the strategic thinking nf most infer- 

national kw firms. 

In spite of its size (a population of 
900m), the- three-year-old economic 
Bberalteation: programme instituted 
by Narashhna Kao, the Indian 
prime minister, -has yet to convince 
western investors of India’s secure 
long-term pnfewfiftt 

British law firms must how turn 
their attention to India’s immediate 
future. Otherwise they will lose the 
advantage they enjoy over their 
American rivals through traditional 
Anglo-Indian cultural finks 
Only three western law firms. 
White & Case, Cbadbourne & Parke, 
and the UK’s Ashurst Morris Crisp, 
have opened offices in India - in 
contrast to the stampede to open 
offices in Tfimg Kong and ffrnm- 
Othere are bound to follow, but it 
is not yet dear when. Much legal 
business in India just now is gener- 
ated by energy projects and by the 
continuing popularity of global 
depository receipts (GDRs) among 
western investors. GDRs, issued by 
depository banks, are a convenient 
method of purchasing shares in 
Indian companies and now account 
for the majority of emerging market 
paper listed cm the Luxembourg 
stock exchange. Investment funds 
have also proved popular with ' 
investors during the last year. 
About 22 have now been set up. 

While this work can easily be 
handled from London or Hong 
Kong, mounting foreign direct 
investment in India, accelerating 

till wiflylrpte activity and mfr a- 

structure projects are all forcing 
lawyers to spend longer periods in 
the country. Foreign, direct invest- 
ment is expected to rise to <Zhn 
next year and portfolio investment 
has now reached $4.1bn. Although 
below nMiwM levels, these figures 
indicate steady positive growth. 

If India follows tbe Asian pattern, 
OS law firms will only start to 
arrive in force when t fre tr hhiaf 
institutional clients do the same. 
Most British law firms, however, 
have no such tradition to follow. 
There is therefore tima for them to 
take advantage a£ historical Anglo- 
Indian links and of the fact that 
India’s legal system is modelled 

along ffngHwh Ktipr 

Yet Ashurst Morris Crisp, in 
Delhi, is tbe only British firm with 
an Indian nffire, Mr Philip Horst, an 

Ashurst partner, says the firm 
opened an office there because of 
demand from UK cheats active in 
tbe infrastructure field. “Although 
as a ft™ we don't have many for- 
eign offices, client pressure last 
year brought ns to the conclusion 
there were huge opportunities for 
ns In India,” he said. 

. -New Delhi as the centre of gov- 
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X if The European . 
- /ft I A Court of Justice 
tiJi has been asked to 
rule whether it 
J ^ Jurisdiction to 

hear a case con- . 
gmgpmi oeraing the Brus- 
Mumv ■*• sels Convention on 

' ■ Jurisdiction and 

tbe Enforcement of Judgments 
referred to it by the English 
Appeal Court. 

The case concerned interest rate 
swap contracts between Glasgow 
District Council and Kleinwart 
Benson, the UK merchant bank. In 
performance of -the contracts, 
Ki Bin w ort Benson paid Glasgow 
District Council sums totalling 
more than £800,000. After these 
payments, the House of Lords 
ruled that local authorities such 
as Glasgow District Council did 
not have the power to enterinto 
such con t racts. 

In the light of the Law Lords 
judgment, Kleinwart Benson 
brought a High Court action 
against Glasgow District Council 
for restitution of the sums paid' 
out under the swaps contracts. 

The parties agreed the contracts 
were governed by gngifeh law, 
that England was the place of per- 
formance and that it was the place 
where the harmfnt event occurred. 
However, they were in dispute 
about which UK courts bad juris- 
diction to hear the dispute. 

Kleinwart Benson argued the 
English Courts should have juris- 
diction. Glasgow District Council 
claimed the Scottish Courts 
should hear the case. 

The rcwgHgh High Court decided 
it did not have jurisUHction. Ktefn- 
worts appealed and the Appeal 
Court which referred tjhe issue to 
the Luxembourg court 

The claims ofboth sides were 
based not on the Brussels Conven- 
tion but on tbe provisions of a 
schedule to the 1582 Civil Jurisdic- 
tion. and. Judgments Act. which 
incorporates the Convention into 
UK law. One of the act’s provi- 
sions allows for questions relating 
to .any Convention issue to be 
referred to the ECJ. 

Such a reference is not made 
under the Rome Treaty but under 
a 1571 Protocol to the Brussels 
Convention. Because of this tech- 
nicality. the issue of the ECU's 
jurisdiction to hear the case arose. 

Both Glasgow District Council 
and Kleinworts together with tbe 
German mid Spanish governments 


argued the Court did have juris- 
diction to give a ruling on tbe 
questions referred to it 

Their arguments were based on 
the fact t frnt the reference related 
to the Convention; that' even If it 
concerned the application of the 
internal legislation of a member 
state, the national law in question 
referred to provisions of Commu- 
nity law for which tbe ECJ bad 
jurisdiction; that it was necessary 
if there was to be a uniform appli- 
cation of Community law; and, 
that the mere fact that. the case 
concerned the assignment of juris- 
diction between courts in a single 
member state should not deprive 
the ECJ of its jurisdiction. 

However, the French and UK 
governments, together with the 
European Commission argued the 
Court did not have jurisdiction to 
deal with the reference. Their 
arguments included: the fact that 
the dispute did not concern an 
international jurisdictional issue, 
but rather a conflict of jurisdiction 
in one. member state; *h»* the ref- 
erence was governed exclusively 
by TMtinwai law; and, that even if 
the Court did give a pr eliminar y 
ruling, the national court would 
not be bound by that ruling as it 
would only be an advisory opinion 
and in such an event, it would be 
ruling on questions of national 
law contrary to its own caselaw. 

ft was argued the Court’s case 
law on the interpretation of Com- 
modity law applied by national 
legislation should be strictly con- 
strued and apply where the 
national law directly transposed 
the relevant Community law. That 
was not the position in this case. 

On tbe separate issue of which 
UK court should hear the dispute, 
Kleinworts claimed that jurisdic- 
tion should be given to the 
English courts either because 
Bngfcmd was the place of perfor- 
mance of the contracts or because , 
it was where the harmful event I 
occurred. Glasgow District Conn- i 
dl argued the normal rule Hhnmld 
apply, whereby people are sued in 1 
the put of the country in which 1 
they are domiciled. 

Tire advocate general’s opinion 
is expected next year followed by 
a full judgment of the ECJ. 

C-346193: Kleinwart Benson v 
City q f Glasgow District Council 
oral hearing, 22 November 1994. 

BRICK COURT CHAMBERS, 
BRUSSELS 


Stampede for 
India overdue 

Global firms must now expand on to 
the subcontinent, writes Nigel Page 





Pomtfaag out the way forward: dealers on the Bombay Stock. Exchange 


eminent Is the best place for thoGe 

firms Wiring to a pwnaliwft in tnfr a- 

structure project work. Chadboume 
& Parke, a firm which specialises in 
project finance, was the first foreign 
firm irftn India Mr Greg UDman, a 
Chadboume partner, confirms 
Ashursfs thinking. “When we pitch 
fix: work an infrastructure projects 
it definitely helps us to have an 
office here. But you need a niche 
area of practice in India. There is no 
point opening an office just hoping 
to build up a practice,” he said. 

Capital markets lawyers are 
forced to consular India's financial 
centre, Bombay, where commercial - 
property rates are almost as high as 

Wong ’ Kfmg 

The process of opening an office 
can also be daunting. Administra- 
tive decisions are often a long time 
rnrrrfng in Tnrifa, And there is vocal 

resentment from same quarters of 
the Indian legal profession, looking 
to protect itself from “the foreign 
onslaught” as it was described 
recently in the Indian Financial 
Express. 

Ironically, practising Indian law 
is not on the agenda for most for- 
eign law firms, which are much 
happier referring domestic work to 
food law firms (which with their 
lower fee rates axe often the pre- 


ferred advisers on many joint ven- 
tures). 

Ashurst’s is not tbe only British 
firm active in the Indian market, 
however. Freshflelds and Linklaters 

& Paines stand out as lead advisers 
an the $2bn (£L2bn) Dabhol Power 
project, advising respectively 
M5EB, the state electricity board, 
and Enron, the US project company. 
The US firm White. & Case acted as 
advlsera to the lenders. 

Freshflelds hopes in the future to 
capitalise cm its projects experience 
elsewhere in Asia, especially when 
the transport development pro- 
gramme goes on stream. Freshflelds 
advised on the Malaysian North- 
South Highway project 

linklaters is prominent in 
Indian capital markets work. Mr 
NflEhil Mehta,- head of Ianklatera' 
Tndia business group, says: “India 
really took off for us in 1992 when 
we acted for Reliance Industries cm 
its global depositary receipts issue." 
Since then tbe firm has advised on 
SL public issues. 

But the real challenge for firms 
looking to move into the Indian 
legal services market will be to 
develop their practices beyond their 
initial area of specialisation, he 
says. . 

Capital markets work can be 


managed from outside India.. But it 
is also frequently the area where 
competition between US and UK 
firms is strongest and the 
Americans will not be slow to set 
up in tile market once' investment 
banks provide tim impetus. 

To preempt this, many lawyers 
believe British firms need to open 
in India now and develop bread- 
based practices in the infrastruc- 
ture, foreign direct investment and 
capit al markets ffeMn- .British for- 
eign direct investment in India has 
only recently begun to pick up 
speed, but tbe recent British trade 
delegation l yyiwiniHl future inten- 
tions, with a strong presence from 
UK road construction companies. 
The delegation also received assur- 
ances that efforts would be made 
under the Indo-British Partnership 
Initiativ e, to facilitate British law- 
yers setting up in Indian cities. 

Rjmmon fl ft Simmons, Denton 
Hall and Masons are three City 
sblicxtars firms with well-developed 
Indian practices all facing the 
dflemroa of exactly when to make 
the commitment 

Denton Hall is active in the power 
sector and as Mr Henry King, its 
ehninmni. admits: “if we opened, we 
would be looking to make the leap 
from that sector to capital mar- 
kets.” But, he acknowledges, it is all 
a matter of timing. “Rather like 
d rivin g in India, you need -excellent 
judgement and plenty of luck." 

There is no doubt US lawyers 
intend to play an active role in 
India’s de vel opment a nd White & 
Case’s Bombay office is a good indi- 
cation of what may follow, ft han- 
dles foreign (Erect investment, capi- 
tal markets work and project work 
and expects to see rapid growth in 
Indian companies locking to raise 
fjTiflrrny> from US offerings as Indian 
business restructures. 

That optimism looks well-founded 
g i ven Wall Street’s co ntinu i n g infat- 
uation with India. US analysts are 
confident t^at 1 the Indian economic 
liberalisation programme haa suffi- 
cient -mnunfftihrm and 144A of fe rin gs 
(private placements in the US) of 
Indian deals will become prominent 

It Is no surprise that White & 
Case should be among the first into 
India - the firm has a record of 
moving quickly T Trfn new ms u k f*’? — 
but others will follow soon enougfa. 
Skadden Arps Slate Meagher & 
Flam is already active in Indian 
marlratB as is Simpson Thacher ft 
Bartlett, which acted for the Tndia 
Fund Inc in February. Mr John Lob- 
rano, a Sfanpam partner says: “We 
have Strang relationships with all 
the major US banks and if they 
opened out there it could possibly 
prompt us to reconsider.” 

British law firms which fail to 
exploit their current advantage over 
US competitors could be making a 
serious strategic arm- which they 
will Hvb to regret 


LEGAL BRIEFS 



Survey shows UK 
firms lead on 
financial advice 


U K law firms dominate the 
global market for financial 
legal advice, according to 
Global Research, the independent 
market research division of 
Euromoney Publications. 

Global Research interviewed 221 
heads of legal departments at 
financial institutions across 
Europe, North America and the 
Asia-Pacific region. More than 300 
law firms received 
recommendations, but Clifford 
nianop, the UK's largest 
international law firm, emerged as 
clear leader, with 72 mentions. 
Second was Allen & Overy with 47; 
third, Linklaters & Paines with 35; 
and fourth. Baker & McKenzie, the 
only firm with US origins in the top 
five, with 23 mentions. Slaughter 
and May was fifth with a score of 
19. 

The research showed that most 
financial institutions will redraft 
the number of law firms they use 
over the next few years. Increasing 
competition among lawyers for a 
bigger share of a growing volnme 
of work. The amount of legal 
advice that institutions will need is 
also expected to rise by 20 per cent 
between 1994 and 1996 with a 
corresponding 10 per cent 
reduction in work done inhouse. 

Business lobby 

T A T ashington-style lobbying 
\ f\f by law firms is coming to 
V V Westminster. City 
solicitor Lovell White Durrani is 
the first of many considering 
setting up a business lobbying 
department 

Lovell sees the move as a natural 
extension of its lobbying activities 
in Brussels, where its lawyers have 
been Involved for 20 years in 
putting charts* views to 
derision-makers on Europe. Lovell 
has hired David Tench, former 
head of legal affairs at Consumers' 
Association, to guide its lawyers 
through the Whitehall maze. 
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Pursuit 
of ‘best’ 
debtors 


L egal & Trade, ti» 

consumer debt recovery ■ 
company, has introduced a 
computer-based credit scoring 
system design ed to cut legal mid 
adminte trativB costs by wmw>n^ 
companies to pursue cases most 
likely to yield repayment. 

fts Epic 2 system provides 
users with a detailed score Cor 
individual debtors and an 
assessment of the likely success 
of litigation. 

Epic 2 uses account 
Infor matio n on debtors, such as 
their repayment records, 
supplied by users, such as banks, 
building societies and public 
utilities. It wwnhin«^ this with 
information on county court 
judgments and consumer credit 
data supplied by Equifax Europe, 
the credit ratings agency. 

Legal & Trade says there are 
currently 3m debtors on the 
database, of which 250,000 have 
been assessed as worth pursuing 
for debt repayment 
Typical results from the 
banking and utility sector, 
according to Legal & Trade, 
suggest that If a business 
normally achieves a 30 per cent 
success rate by stung LOGO 
debtors a week. Epic will 
Increase this to 60 per cent This 
means a business can sue about 
500 debtors and stm win about 
280 erf the cases. The amount of 
money recovered may not 
change, but savings are made by 
cutting the cost of pursuing 
hopeless or marginal cases. 

Epic 2 replaces a forecasting 
system introduced In 1290. Legal 
& Trade says credit scoring 
technology 1ms improved since 
then, and that it has widened 
and updated database material. 
Tbs Epic 2 service is provided 

by Rfprtfjff from Its 

computer. Access is via a PC, on 
tape or disk, on-line with a 
mod em, or manually. Before 
computerisation, credit assessors 

mariy manna T rhrwlrc hy amiting 

representatives to individual 
homes. This was more costly and 
it meant the assessment 
depended in part on a 
representative's subjective view, 
according to Legal & Trade. 

SheQa Jones 


T ravellers an commuter air- 
lines should soon be able to 
work or snooze more easily 
after installation of cabin 
noise reduction systems in turbo- 
prop aircraft 

The technology applies the theory 
of active noise cancellation (ANC) 
to reduce the high levels of cabin 
noise in propeflerdriven aircraft A 
vast range of potential applications 
- from quefflng vehicle vibration 
and taming refrigerator rattle, to 
mnffiing machinery - has attracted 
high-tech start-ups and mainstream 
manufacturers alike. 

The ANC theory was developed 60 
years ago, but immature technology 
and prohibitive costs killed early 
development projects. Now it is 
finally moving out of the lab and on 
to its commercial feet. 

The systems use electronics to 
detect an unwanted sound and then 
generate a second sound wave of 
equal frequency but different phase 
(where the sound wave’s troughs 
coincide with the peaks instead of 
each other). The two waves com- 
bined tend to cancel e ach other out, 

' leaving a mnch reduced sound. 

While the theory is simple, imple- 
mentation is not, particularly in 
real applications where noise is a 
cocktail of different, changing fre- 
quencies. The cabin quieting system 
developed by Ultra Electronics of 
the UK took four years of testing 
before Its introduction this year on 
Saab commuter aircraft. 

The dominant noise in a turbo- 
prop aircraft comes from the spin- 
ning propellers vibrating the fuse- 
lage, and varies with engine speed. 
The ANC system, by monitoring the 
engine speed, knowsjn advance the 
main frequency - the qqq responsi- 
ble for the most noise - to cancel. 

Inside the cabin of the 50-seater 
Saab 2000, 72 microphones measure 
the noise at differ ent locations and 
feed a control unit Here, powerful 
digital signal processor (DSP) 
microchips and patented algorithms 
generate mirror-image signals 
which are fed to 36 loudspeakers 
concealed in the cabin trim. Accord- 
ing to Ultra Electronics, the result 
is a 12 decibel, or 75 per cent, redac- 
tion in noise at the main frequency 
at high speed 

Conversation is not affected by 
the noise reduction because the sys- 
tem reduces sound only at low fre- 
quencies, such as that generated by 
the engine. High frequencies are 
better suppressed using cheaper 
passive techniques such as sound- 
absorbent materials, which function 
poorly at low frequencies. 

Saab Aircraft, Saab’s aircraft- 
making division, is the first to fit 
the rahwi quieting system as stan- 
dard. De Havffland, the Canadian 
aircraft maker, and Avions de 
Transport Regional, the Franco- 
Italian consortium, plan to follow. 
The system costs $70,0004100,000 



JlQi^onti^^SAAB ounratiteralrcfaft 

%„.S » 

m*. 1 # ** ■■ • l >w .* • #.•* • 

V •*•■•} - 

|,L .. 

w « • «r#. .* •* ... V 

^ - • 



Sound of silence 

Geoff Naim looks at how technicians are making 
turboprop aircraft quieter by creating noise of their own 


(£44^00263^00) to install, according 
to craft size. 

Like many regional airlines. 
Crossair, the Swiss regional carrier, 
liked the lower operating costs of 
turboprops over jets, but not their 
noisy reputation. Without ANC, tur- 
boprops can generate an intrusive 
85dB of noise against 78dB for a jet 
(US federal law sets a workplace 
noise of 90dB for an edghthour 

working day). 

Cabin quirting is nne * of t he appli- 
cations of ANC made feasible by the 
tumbling cost of DSP microchips. 
“The first DSP chips in the 1980s 
cost $L500 but replaced a $700,000 
minicomputer. Today, those chips 
cost $243,” says Steve Dickmann, 
president of Digisonix, a US pioneer 
of ANC. The company says it sees 


More powerful fans are needed to 
propel the air through shafts when 
baffles are used to cut noise. Active 
noise reduction eUmjnaies the need 
for hafTles 

In one 500,000sq ft building in Flo- 
rida, Digfeonix silencers yield 
energy savings of $50,000 a year, 
according to Dickmann. 

Domestic appliances and' vehicles, 
which once seemed the most prom- 
ising areas for ANC, have proved 
two of the toughest markets. 

Whirlpool, the US white goods' 
manufacturer, developed a simple 
s y s t e m to reduce the worst vibra- 
tion. in a dishwasher. But the com- 
pany stopped development because 
it believed the cost was prohibi- 
tively high in a price-sensitive sec- 
tor. “The home appliances business 


Domestic appliances and vehicles have 
proved two of the toughest markets 


its best markets for ANC applica- 
tion in baating , ventilation and air - 
conditioning systems. Conventional, 
passive silencers cut the spec- 
trum or “white noise” of fans in 
ducts. But they cat high frequency 
noise mare than low frequencies, 
leaving a rumble. 

Digisonix sells a duct silencer 
that uses ANC to cut more evenly 
across the frequency spectrum. 
Each active silencer costs from $300 
to $3,000 depending on the size of 
the system. It can also reduce 
energy costs over conventional pas- 
sive silaicarsL These reduce noise 
by slowing the air flow in ventilator 
shafts with “baffles” or obstacles. 


is very cost-driven,” says Luigi Cog- 
Ho, head of sound research at tire 
company's development centre In 
Italy. 

Electrolux, the Swedish group, 
tested ANC on all its products. Its 
market research indicated that cus- 
tomers were willing to pay extra for 
a quieter cooker hood fan, but not 
necessarily for a quieter dish- 
washer. Bat even for cooker hoods, 
the market appears limited because 
of the extra cost - about $100 on the 
retail price. Nonetheless, the com- 
pany believes there is a market at 
the top of the range, and it will use 
ANC technology in a new hood to 
go on the market soon. 


Three years ago, Nissan unveiled 
the first production car with ANC. 
The Bluebird model was sold only 
in Japan, however, and other car 
makers that tested ANC felt that 
the farfraning y was immature or too 
expensive. 

“They believe that noise should 
be controlled by more conventional 
T napTre [such as padding or better 
design},” says Dave Quinn, chief 
engineer with Lotus Engineering, 
the research arm of Lotus Cars. 

‘Tomorrow’s models will not be 
so easy to quieten,” says Quinn. 
Their lightweight materials and 
fighter cut fuel consump- 

tion but are less effective at deaden- 
ing Engine noise. Adding 10kg of 
padding conflicts with, the aim of 
reducing weight, so carmakers are 
dusting off ANC plans. 

Elesa, a joint venture between 
Fiat-owned components group Mag- 
net! MareUi and Noise Cancellation 
Technologies of the US, claims a 
bright future Cor its car cabin silen- 
cing product This works like the 
aircraft system and shares the car’s 
hi-fi speakers, trimming the produc- 
tion cost to about $75. The product 
has been tested on 20 models and 
docked up 20,000 tan. It cuts cabin 
noise by around 50 per cent at cruis- 
ing speeds, the company says. 

Vittorio Moreggia, general man- 
ager, says the system will be 
adopted by a European car maker 
in 1996. Elesa has also developed an 
engine mount to cut cab vibrations 
and an exhaust silencer. The latter 
is furthest from production, but 
tightening legislation on vehicle 
pass-by noise is kindling interest, 
particularly from truck makers. 


Vanessa Houlder on the direction 
nf TUT government research 

Science offers an 
improved service 


A s the Industrialists, offi- 
cials and' academics 
engaged In crystal ball gaz- 
ing for the UK’s Technology Fore- 
sight Programme begin to draw 

Tip their conclusions, some themes 
are emerging. 

One likely outcome of the pro- 
gramme, a wide-ranging examina- 
tion of future technological trends 

designed to guide research, is that 

more research will be devoted to 
the needs of the service sector. 

Some officials think that as 
much as 10 per cent of the govern- 
ment’s £&3bn civil research bud- 
get could be redirected over the 
long term towards projects rele- 
vant to service Industries. 

This is partly because the exer- 
cise has opened up new lines of 
communication between the gov- 
ernment «pd the service sector. 
Robert Hughes, the junior science 
minister, describes the Foresight 
programme as “breaking new 
ground by covering financial ser- 
vices, retailing and leisure... 
which use huge amounts of tech- 
nology but which have not before 
been closely involved in science 
and technology policy." 

Another reason why more 
aftywtinn is being focused on the 
service sector Is the rapid pace of 
technological change. 

In financial services, for exam- 
ple, the stockbrokers working on 
the floor of the London Stock 
Exchange .before 1986 had little 
use tor new technology. Their 
modern counterparts, however, 
are avid consumers of Informa- 
tion technology and recruiters of 
physicists and mathematicians. 

Recent advances In communica- 
tions and electronics are likely to 
make a ^gniHramt impact on ser- 
vice companies. The way that ser- 
vices are delivered could be trans- 
formed fay developments such as 
the information superhighway 
and the Increasing use of personal 
computers in the home. 

Although some of the technolo- 
gies expected to Influence the 
coming decades are already in 
use, others sound like science fic- 
tion. Topics discussed Include 
miniature robots to unclog dis- 
eased arteries, automatic transla- 
tion of telephone conversations in 
different Jpnguages, and business 


meetings conducted in virtual 

rea lity. 

But even the most ambitious 
Hess may bo more realistic than 
non-technologists would imagine. 
Michael Hughes, a director of 

BZW, the broker, who Is chair- 
man of the financial services 
Foresight panel, saM the result* 
of the exercise pointed to faster 
change than expected. “A tot of 
what we felt would be there 
within 10 to 19 yean wiR be there 
to 

The Foresight panel, with repre- 
sentatives from banks, actuaries, 
universities, the Bank of England, 
the Treasury and the Department 
of Trade and Industry, identified 
68 issues. Including the Impact of 
multimedia on retail banking and 
Ming data encryption for greater 
security In transferring money. 

Its early findings predicted 
technological change concen- 
trated in the retail side of the 
financial services industry, which 
would be affected by develop- 
ments such as multimedia and the 
information superhighway, rather 
than the wholesale sector which 
has already seen rapid changes. 

The work of the Foresight panel 
goes beyond examining the tech- 
nological feasibility of potential 
developments to Caasfctortag the 
potential social, skill-based and 
regulatory constraints. 

When the conclusions of the 
Technology Foresight Programme 
arc published in a few months, its 
findings will affect the research 
pri o ri ti es of government depart- 
ments, research councils and 
higher education funding coun- 
cils. Most areas of government 
research will be affected over toe 
next few years. 

Other predicted outcomes of the 
programme are less obvious and 
do not depend directly on govern- 
ment action. The programme to 
expected to give companies a 
greater understanding of research 
conducted by the government, 
academics and other companies. 

Increased awareness of work to 
other sectors has been particular- 
ly valuable, says Hughes: “One of 
the greatest values of this exer- 
cise is the networking among peo- 
pJe from different industry 
groups.* 


Steel 

+ 

Shipping 

Oil & Gas 

+ 

Power 

+ 

Finance 


Addition is a positive sign, both foe the Essar Group, and the country 
it is resident in, India. While we were building a professionally-led, 
S2 billion-asset company, the country's consumer base swelled to an 
enticing 200 million. 

We achieved business leadership in steel, shipping, oil ft gas, power, 
finance and are looking to expand our scope, internationally- India’s 
c o rporate performance, exhibiting a similar, trend, is eipected to spun by 
30%. Parallel to our reckoning among the world's largest enterprises, was 
Incfia's recognition among its 5 premier investment markets. As we achieved 
strategic integration, the nation reposed faith in a market-drivel economy. 

It is only logical today for the world to focus on the new India. Once 
there, conver gin g on Essar sfa&ihriy adds up. 
steel* supping* on, a MS*pown>niiMcc«TuiiinT noizcra*TuiHNG 
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Ax business eaprfries to Bombay 91-22-493-2695. London 44-7I-839-3S42, New Ywfc 1-212-758-3860, Bon* Kong 852-526-5220, 


A new world of hotels for the 
up-and-coming business traveller 



If you think the sky's the ibnff for your 
business worldwide, wo couldn't agree more. 

More Europe 

Rodisson and SAS with more than AO hotels in Europe, 

. and Radhson Edwardian wttt 10 in London, have 

created a new global network to give you more choices 

More World 

in more places throughout Europe and around the 
world. With more than 300 locations in 39 counties, 

More To Come 

from Beijing to Brussels, tram las Angeles to 
Kuwait, we’re planning to open a raw Rochsson 
SAS Hotel somewhere on earth every 10 days. 

Radisson /////SAS 

■ hotel s worldwide 

AUSTCIA 0660 8377 • BE1GUM 0800 1 989B - DENMARK 8001 67B4 • Hf'OAND 0800 11 58775 • FRANCE 05 VO 06 7H iraeunvniwu aj a 9 
K8AND 80MJW74 • . NO^Z 800^,,,^^” 

SWITZBttAND 35 2777 • UhiTH) KINGDOM 0800 19 1991 ■ UMIED STATES 1-8003333333 
Or aril your travel agent. 
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Artists respond to 
ancient Egypt 


'rnm* 


he Egyptian sculp- 
ture gallery of the 
British Mtzseum has 
been called one of 
the- great rooms of 


mi 
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■ 53 K" "wt*, . ' LyimMacRitc 
: J” *«»» it. - 1 exhibitii 

r I 1 K*ypttan sculp- 
JEFSJtotfw 7^2 ■ I tore gallery of the 

I British Museum has 
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— "mi jvwf.; ,^1 ,. Ji ther great rooms of 

I* the world. For the last few 

than riS*,^ weeks 12 artists have had the 
„*** »* lesj *.< run of it, creating work for 
!™*a lit fa i- ... Ca: <! 5,t 7%ne afocftfa*; a collaboration 
* ' ar * *iM between the British Museum 

*w k'tjfes^ju _ » and the Institute of Intema- 

”**1^ tional Visual Arts. Until the 
*****Wiw* .*,1 end of February visitors will 

♦hf pfcsksjjJ discover not only the thrill- 

«* Tkadr itb3 ".'I ingly old civilisation and its 
«a t»Mwv bat also the links 

^ tO between the ancient and mod- 
htiaw <*1- r ^T em worids explored by the new 

men u .» . ■; ,4 t , u«iaO' worts. 

til Fo *‘ H* 0 *? Moore, the Egyp- 

f w AumL,* ! S’ tian Gallery was a source of 
ihkM iJ ,Vf* profound Inspiration. Contem- 

■•T!— . r ,rir , *5 rdating these magnificent frae- 


Lynn MacRitchie reviews the 'Time Machine' 
exhibition at the British Museum 


J rvtj !i !«(. ■ Idatihg these uiagnlflcent frag- 
tiiMt 1 ' 1 ’" iMiw' 1 menta, he realised that it was 
mswta ^7* not size alone which- made 

m *** 11 sculpture monumental. “What 

>kiHI vu > I found in the Egyptian pieces 

If** was a monumentality of 

vp.i r ^5 ^ vision." The craftsmen who 
*** Wn-% m? -.ji- i*r3% gave this vision farm laboured 


} a ’“ *ss their gods. Many devoted their 
NWMwl mtjj: lives to this task; they lived in 

mvalahwi villages near the sites of the 

Wfcrn 1 hr r.-^v* royal tombs, passed on. their 
positions to their sons, and 
are PbWhhcti -a ,‘V" were themselves buried in dec- 
<W>W. wu; -V orate d vaults. 


jtttrilw* .1 <77"? ^ At the end or the 20th 
MrHU rr-.ri-s Tlu1l, ”4 century, no such supreme 
lirti 1 rc %l- vision requires the subjection 

Hh m'," ‘ y ,,f> !j ad!»- of individual craft or skill to a 
imut.l. , tr **25 10431 world view. Instead, we 
mm fp« -^"KJCct live in a world of constant 
tkt ,, „ 'f r questioning; where the hound- 

* ’ ev " i ' ,p ‘" l ‘*ca- aries of society shimmer and 
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had the idea for the show, 
could not have been more var- 
ied. 

Stephen Cox, for example, 
has long been devoted to find- 
ing and carving the rare, hard 
stones favoured by the Phar- 
oahfi, and “Flask” made In 
1991, ats in elegant harmony 
beneath a statue of King 
Amenophis in of 14QQBC. Kate 
Whiteford. too. has produced 
pamtings brimming with confi- 
dence, finding an echo of her 
habitual resonating red and 
green pigments stm visible on 
the false door of Ptahshepes. 
transition point between life 

a nd death 

I gor Mltoraj works in a 
monumental style, his 
sculptural techniq ue and 
images dependent on 
arvripnt and classical p™*- 
decessors but presented with a 
questioning, surrealist twist. 
Marc Quinn has reprised the 
perspex cast of his head, which 
became infamous when ffliwi 
with his blood, to make a 
refrigerated receptacle for a 
hibernating frog. An Egyptian 
symbol of birth, it seems to be 
snoozing peacefully despite the 

bright li ghts and fauHnnturi 

onlookers. 

Rita Keegan has brought her 
own family history to set 
beside that of tiie ancient gods, 
choosing a deity of fertility to 
guard the video screen on 
which images of her mother 
and father are mixed with 
those of the Old Kingdom pair 
statue of Kaitep and Hete- 
pheres of 2300 BC. David Os- 
cock takes us into the world of 
the supermarket by transform- 
ing the Rosetta Stone into a 
bar code, and introduces a 
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Richard Eyre to leave the 
Royal National Theatre 


T he director of the 
Royal Ifationai Thea- 
tre. Richard Eyre, is 
to leave his ~ post. 
Eyre, who took on the job in 
1988, is planning to go freel- 
ance. His decision is not 
entirely unexpected: when Us 
first five year term expired in 
1993 be signed up again for 
three years only. He is actu- 
ally adding another few 
months to his contract before 
departing in 1997. 

After such a long period 
i mm ersed in the task of run- 
ning a large company with a 
turnover approaching £30m a 
year, Eyre win be broa d enin g 
his horizons. last month his 
first opera production. La tra 
viata, opened at Covent Gar- 
den. 

Taking over at the National 
from Sir Peter Hall, Eyre 
quickly made his mark. He 
was responsible for adding 
successful musicals, most 
notably bis own production of 
Guys and Dolls and Nicholas 
Hytner's production of Carou- 
sel to the repertoire: both went 
on to commercial success in 
the West End. He has also 
Invited outside companies to 
take over the stage, including 
small but innovative troupes 
like Complidte and Cheek by 
JowL 

Be has had a run of artistic 


$ for the 
traveller 
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«nJ commercial successes. Win* 
Alan Bennett’s The Madness of 
George HI and Wind in the WU- 
tozes. the David Hare Trilogy, . 
and most recently An Inspector 
Calls. During most of his stew- 
ardship the National Theatre 
has enjoyed box office success 
and critical aedahn. 

I n the last year Eyre's 
touch has faltered 
slightly with a string of 
American plays, some of 
which (notably Johnny on a 
the Spot, which he directed 
himself) were poorly received. 
But any small deficit in 
1994-95 will be more than 
absorbed by the accumulated 
reserves, and with an attrac- 
tive programme for next year 
to be announced today, includ- 
ing Euripides' The Trojan 
Women, Us successor should 
Inherit a sound craft Eyre is 
also good in 1995 acts 

of the gaps in Us program- 
ming, a paucity of plays by 
new playwrights, with first 
works from comedy writer 
Patrick Matter and from Paul 
Godfrey. 

Just who wfll take over win 
be a matter for speculation for 
some time. But among the 
favourites must bo Stephen 
Daldry, who has progressed 
through a small theatre, the 
Gate, to run the mediuntrized 


Royal Court. He might wel- 
come the ultimate challenge 
and has good Unfa with the 
National - he directed An 
Inspector Calls. 

An even younger contender 
could be Sam Mendes who on 
Thursday sees the opening of 
Ids first Mg musical, OUoer, 
the royalties from which 
would enable Mm to survive 
on the director of the Nation- 
al's salary of £80,000 pins, a 
miserly sum compared with 
the rewards of regular freel- 
ance work. 

Another possible candidate, 
Nicholas Hytner, might find 
the Job restricting after enjoy- 
ing the variety of directing 
operas and films as well as 
plays. And there is always Sir 
Ian McKellen, already an asso- 
ciate dir e cto r at the National, 
as are outsiders Deborah 
Warner and Decton Donnrilan. 

Whoever takes on the job 
will find fiyre a hud act to 
follow. He has enjoyed a popu- 
larity almost unique in Ms 
profession and has totally 
devoted himself to the 
National. He has built and con- 
solidated the theatre's reputa- 
tion as one of the most firmly 
established, highly respected 
and artistically flourishing 
arts companies in the country. 

Antony Thomcroft 
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touch of modem day idol wor- 
ship by photographing “the 
hands of sculptor K3ri Smith 
wearing andent rings" 

- These lata 1990s symbols of 
consumerism and fame seem 
oddly touching among so tmteh 
ancient magnificence. Only 
Alexander Mihaylovich seems 
to have lost his head com- 
pletely in the face of such 
tough competition. His huge 
painting/construction “Recon- 
struction'’ towers above every- 
thing else in a piece of kitsch 
Las Vegas style scene-stealing 
which only confirms Moore’s 
wise words about size. 

Present as a photograph only 
is the installation made freon 
90 tom of golden sand which 
Andy Goldsworthy created spe- 
cially for the exhibition over 
one weekend, but which could 
not be allowed to remain in a 
gallery tramped through by 
seven wrfTHnm visitors a year. 
Goldsworthy frequently cre- 
ates ephemeral pieces out- 
doors, which are photographed 
and left for nature to reclaim. 
Tins tone , for those of us lucky 
enough to see it before its 
removal, the ja^iring golden 
form brought a symbol of the 
energy of creation into the 
heart of the gallery, drawing 
tiie great relics together in its 
t-nfis fts unique setting gave 
the sand an added dimension. 
For a few brief hours, the 

graven imag es of the anH^nt 

rulers of Egypt, isolated in 
their London magnificence, 
once more lorded over the des- 
ert from whence they came. 

Time Machine, Ancient Egypt 
and Contemporary Art, British 
Museum until February 26 
1995. 



A well-dressed 
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I t hardly matters that we 
shall be inundated with 
performances of The 
Fairy Queen over the next 
12 months. The work is so 
tricky to put on stage that any- 
body who wants to mount a 
production to mark Purcell’s 
tercentenary year is likely to 
come up with a solution differ- 
ent from any others. 

The original entertainment 
was lavishly appointed. Purcell 
took Shakespeare’s play A 
Midsummer Night’s Dream, 
added five extended musical 
masques, threw in a variety 
of dances and made sure that 
the sew scenario included as 
many visual delights as 
possible, from a tableau of the 
pasting seasons to an exotic 
garden overrun by dancing 
monkeys. 

It IS difficult to Imag ine its 

like today; more dtfltantt still 
to imagina where the money 
would come from. 

Most performances find 
themselves obliged to do with- 
out at least nne elamant : either 
the actors or the dancers are 
given the night off. Roger Nor- 
rington’s concert version last 
year saved Itself the cost of the 
stage spectacle, but did bring 
together the play and the 
music (the play unexpectedly 
won hands down). Perhaps 
finding that to be a long even- 
ing; the Un gtiah Ha/*h Festival 
took the opposite route for its 
folly-staged production at the 
Royal Qpera House on Sunday. 

Not a line of Shakespeare 
was uttered, but the visual 
trappings were as rich as the 
company’s finances would 
allow. The costumes, some of 
them based on ‘ the original 
designs by Inigo Jones, kept 
coming in a seemingly endless, 
no-expense-spared parade. The 
work of the costumiers and 


headdress-makers could keep 
other period productions sup- 
plied second-hand for years. 

As an evening of music and 
drama, however, this Fairy 
Queen was less successful The 
masques are really five inter- 
ludes in the (day and having 
five interludes without any- 
thing in between makes a 
lightweight offering. After 
fi ghting to keep stage and pit 
together in the first half, 
Howard Williams managed to 
instil a greater sense of confi- 
dence after the interval. He 
had the advantage of an experi- 
enced first soprano in Jennifer 
Smith and valuable contribu- 
tions from tire bass David Mar- 
tinson; but the rest of the cast 
was mixed. 

While there are better musi- 
cal accounts of Purcell’s music 
to be heard elsewhere, no other 
has recently tried to match the 
dance to the music in the 
proper period style, and that 
was where the main value of 
this production lay. Under the 
guidance of the choreographer 
Stephen Preston, the various 
dances for the warbling song- 
sters, the green men, the hay- 
makers and the monkeys could 
all be seen as well as heard. 
The allegory of Night also 
seemed pspariaiiy effective in 
Jonathan Cocker's sympathetic 
staging. 

Bit by bit the foil range of 
The Fairy Queen is coming to 
light, as each performance 
sheds its own ray of under- 
standing on the work. The 
English Bach Festival has 
shown what a carefully-re- 
searched period style can 
achieve. Next up is English 
National Opera’s projected pro- 
duction, which the safe money 
can bet will be different again. 


Andy Goldsworthy’s 30 tons of golden sand in the Egyptian sculpture gallery 


Opera in Paris/Richard F airman 


Theatre/Sarah Hemming 

Sketches by Boz 


The Kirov’s ‘Kitezh’ T 


S ince the end of the cold 
war other opera compa- 
nies from the east have . 
set about marketing 
themselves in the west, but 
none has done so with the 
determination of Gergiev and 
toe Kirov Opera. True to form, 
Gergiev set out to trump every 
previous success for the com- 
pany’s Paris visit to the 
Theatre des Champs-Elys&es, 
which lasts no less than two 
months and brings together 
the Kirov Opera and Ballet for 
the first time ever outside Rus- 
sia. The programme includes 
four foDy-staged operas, three 
fail-length ballets and sundry 
concerts - an awesome exer- 
cise. 

Unfortunately, the Kirov 
Opera’s opening night proved 
less than electric. To mark the 
occasion, the company had 
commissioiied a new produc- 
tion of Rimsky-Korsakov’s The 
Legend of the Invisible (Sty of 
IStezh, a four-hour grand opera 
blending inysil c pantheism and 
romantic fairytale. It might he 
asking too much of the piece to 
suggest that the production 
should reveal any deeply seri- 
ous dr amat ic t he™** , but all 
Andris Ltepa made of It was a 
static evening of stand-and- 
sing in the dustiest Russian 
tradition. 

Ironically, a production like 


tins would have teen easier to 
accept if it had been old (and 
thus traditional) than , as it 
was, being advertised as brand 
new. The sets were a confec- 
tioner's delight, every one 
sickly sweet in a style that 
looked to western eyes like 
1950s kitsch. 

It did not help that the 
Kirov's star of the moment, 
Galina Gorchakova, had pulled 
out through Alness. The role of 
Fevroniya, a virgin who wan- 
ders through forests commun- 
ing with nature, embodies all 
that the opera is about The 
Kirov was lucky to have a 
singer of the stature of Lyubov 
Kazarnovskaya on hand, but 
she sounded unsure of herself 
and her constant ear-to-ear 
smile, as she frolicked up and 
down, tried erne’s patience. One 
more swish, of her skirt and 
she looked likely to break into 
a chorus of “The hills are 
afore". 

Even that though, would 
have been well sung. Kazar- 
novskaya has a warm, lyric 
soprano, probably closer to 
what Rimsky-Korsakov had in 
mind for the role than the dra- 
matic Gorchakova. The Prince 
whom she marries after his 
death in a kind of mystic Nev- 
er-Never-Land (cue chorus 
dressed like wedding decora- 
tions) Yury Marusin, white- 


toned but effective. Gennady 
Bezzubenkov, as Prince Yury, 
led Ms people in prayer with a 
fine, authoritative Russian 
bass. Nikolay Potato brought 
intensity to his role as Poya- 
rok, who is blinded by the 
invading Tartars. The smaller 
roles were strongly cast 

The music of Kitezh is gener- 
ally described as being influ- 
enced hy Wagner, from whom 
Rimsky-Korsakov learned 
much about quiet religious 
ecstasy, rather less about how 
to sustain long paragraphs of 
musical thought Gergiev could 
not help the tension slacken- 
ing; but he did get fine playing 
from the Kirov orchestra. 
There was no faltering of time 
quality or intonation in the 
most exposed passages, even at 
the end of a long evening, as 
midnight approached. The 
company’s reputation for tile 
finest musical standards 
remains unMeniMlBd. 

In Paris, however, the other 
three operas - Rimsky-Korsa- 
kov*8 Sadko. Tchaikovsky’s 
The Queen of Spades and 
Mnsargsky*s Khoocmshchina - 
promise to rouse more enthusi- 
asm. 

Kirov Opera at the Th&tre des 
Champs-Elysees until Decem- 
ber ifo Kirov Ballet December 
20-3L 


T his year offers a ham- 
per selection pack of 
Dickens in London. 
Over the next fort- 
night Oliver! opens in the West 
End, A Christmas Carol at the 
RSC, A Tale of Two Cities at 
Greenwich, and The Oxford 
Stage Company brings its 
adaptation of Great Expecta- 
tions to Richmond. With Mar- 
tin Chuzzlewit still rolling 
along on BBC2 an d Hard Times 
schedu led for Ch ristmas Day, 
there is no escape from Ms gal- 
lery of rogues. 

The enterprising Battersea 
Arts Centre has came up with 
a little hors d’oeume to whet 
your appetite for the meatier 
Dickens to follow to the shape 
of Sketches by Boz, an evening 
of newspaper articles hy the 
young novelist The evening is 
conceived as an old-fashioned 
‘‘ pntwtebiment " mounted, cab- 
aret-styie, in the caffe, where 
candles on the tables and food 
and drink on offer create a con- 
vivial atmosphere. 

On stage a cast of five 
work their way through half a 
dozen sketches adapted for 
stage by Robert Butler and 
spliced together in Fair Play 
Theatre Company’s production 
with sardonic little ditties of 
the time. A Dickens-like 
master of ceremonies at a lec- 
tern links the scenes and occa- 
sionally stoops, with marvel- 
lous disdain, to speak the 
words of some unsavoury char- 
acter or other. The only other 
props are a piano, a table and a 


couple of chairs, and round 
these the company presents a 
parade of grotesques and 
unfortunates. 

You can certainly see the 
young Dickens sharpening Ms 
satirical penal for the charac- 
ters that were to people -Ms 
novels. There is the gauche, 
gaunt Mr Watkins Tottle, 
whose faint heart is trampled 
on by an unscrupulous 
“friend” and an insensitive 
young woman; there is the 
Scrooge-like killjoy who 
delights in ruining his god- 
son’s Christening party; there 
is an artful dodger deported by 
a judge who never looks up 
from his paperwork, and a trip 
to the pawnbrokers reveals a 
cauldron of miserable souls. 

The show gradually spirals 
downhill until the last sketch 
brings us to the cell of a con- 
demned prisoner in Newgate, 
Dickens writing with all his 
might to convey to Ms readers 
the terror and misery of a man 
to such circumstances. 

These are dearly the work of 
an angry young man, who 
writes with more heart than 
head to places - “The Black 
Veil" is particularly melodra- 
matic. But this evening of min- 
iatures, performed by a spry, 
witty co mp any, is an illumina- 
ting introduction to the young 
writer who was to become such 
a household name - and sea- 
sonal companion. 

Battersea Arts Centre, SW11 
(071 223 2223) 
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■ PARIS 

GALLERIES 

Instut du Monde Arabe Tel: (1) 40 
51 38 38 

• Delacroix fn Morocco: Delacroix's 
visit in 1832, when he was 34, made 
a lasting fanpression on Ms art; to 
Jan 15 (Not Mon) 
opera/ballet 

Champs Bysfes Teh (1) 47 23 37 
21/47 20 OS 24 

• Ntege: by Rimsky-Korsakov. 
Director Valery Gergiev at 7.30 pm; 
Dec 10, 11 

• Sadko: by Iftnsky-Korsakov. 
Musical director Vetery Gergiev at 
7.30 pm; Dec 6, 7, 9 

Optra National de Paris, Bastille 
Tab (1) 47 42 57 50 

• Le lac des Cygnes: by 
Tchaikovsky. Choreographed by 
Rudolf Nureyev, Conducted by Veflo 
Pfihrrfumanno Rorio at 7.30 pm; 
from Dec 9 to Dec 31 (Not Sun} 

■ RERUN 

CONCERTS 
Beitin Pt iBhwmo n i c 

• Berlin Phffoanmonic Orchestra: 


with pianist Ewa Kigjlec play 
Beethoven, Schumann, Britten and 
Stravinsky at 8 pm; Dec 6, 8, 9, 10 
OPERA/BALLET 

Staatsoper Unter den Linden Tat 
(030} 2 00 4762 

• La Travlata: by Verdi. Conducted 
by Rfezf, production by Hirst In 
Italian at 7 pm; Dec 11 (6 pm) 

■ BONN 

OPERA/BALLET 

Oper Der Stadt Tel: Q228) 7281 

• La Traviata: by Verdi. A new 
production conducted-by Eugene 
Kota, with production by Jurgen 
Rose. In Italian with German surttttes 
at 8 pm; Dec 12 

• The Sleeping Beauty: a new 
production of Tchaikovsky's baBet 
Produced and choreographed by 
Your! VSmos, conductor Mchel 
Sasson at 7 pm; Dec 10, 11 

M AMSTERDAM 

CONCERTS 

Het Concertgebouw Tel: (02(9 671 
8345 

• MOSCOW Phaiarmonic Orchestra: 
conducted by Vassffi Sinafeki play 
Beethoven mid Mussorgsky at 8.15 
pm; Dec 6 

• Nikolais Harnoncourt conducts 
the Royal Concertgebouw Orchestra 
to play Schumann and Bruckner at 
8.1 5 pm; Dec 7, 8,9 

■ LONDON 

CONCERTS 

Barbican Tel: (071)838 8891 

• The Dream of Gerontko: by 
Hgar. The London Symphony 
Orchestra with mezzo-soprano Anne 
Sofia Von Otter conducted by Sir 


Cofin Davis at 7.30 pm; Dec 11 
Festival HaU Tat (071) 928 8800 

• Beethoven Series: PhBhaimonte 
Orchestra co nducted by hSkolaus 
Harnoncourt. Symphony No 8 and 0 
(Pastoral) at 7.30 pm; Dec 10 

• Choral Classic Series: Royal 
Philharmonic Orchestra with sotoiste 
Judith Howarth (soprano). Ruby 
Phflogene (contralto), lan Bostridge 
(tenor) and David WBson-Johnson 
(bass) perform Handefs, The 
Messiah' at 7.30 pm; Dec 9 

• Phlfoarmonia Orchestra: with 
conductor Charles Dutoit and pianist 
Peter Jabtonski play TchaBcovsky 
(piano concerto No. 2) and 
Shostakovich (symphony No. 5) at 
7.30 pm; Dec 6, 8, 13 

• Royal Phflharmonlc 
Martinsky-Kirov Series: Royal 
Philharmonic Orchestra wfth 
conductor Valery Gergiev 
mezzo-soprano Larissa Diacfcova 
and the Royal Choral Society 
perform Prokofiev and 
Rimsky-Koreakov at 7.30 pm; Dec 
12 

• Royal Phil har moni c Orchestra: 
with conductor VteK&nir Ashkenazy 
and pianist Shura Cherkassy play 
Rubenstein’s piano concerto No. 4 
and TcftaSfovsky's Manfred 
Symphony at 7,30 pm; Dec 7 

• The London PMharmonicg 
conducted by Bernard Haitink, wfth 
soloists Karita MattSa (soprano), 
Arm-Murray (mezzo-soprano), Keith 
Lewis (tenor), Robert Lloyd (bass) 
and toe London Phahomranic Choir 
perform Beethoven Symphonies 
Nos. 1 and 9 (Chord) at 7.30 pm; 
Dec 11 

GALLERIES 

Royal Academy Teb (071)439 7438 

• The Gkxy of Venice: a major 
survey of Venetian at in 


the 18th century; to Dec 14 
OPERA/BALLET 
Engfish National Opera Tel: (071) 
632 8300 

• Ariadne on Naxos: by Strauss. A 
Graham Vide production at 7.30 pm; 
Dec 8 

• Figaro’s Wedding: in house debut 
for conductor Derrick inouye at 7 
pm; Dec 10, 13 

• Khovanshchtna: new production 
of Mussorgsky's opera. Director 
Francesca Zambefio at 6.30 pm; 

Dec 6, 9, 12 

Royal Opera House Tel: 071 240 
1200 

• Ashton Remembered: celebration 
of founder choreographer Fredrick 
Ashton. Includes pieces tv 
Mendelssohn, Offenbach, Massenet 
and Walton at 7.30 pm; Dec 9 

• La Traviata: by Vereft, A new 
production by Richard Eyre. Georg 
Solti conducts for the first five 
performances, then PhSlipe Auguin. 

In Italian with English surtitfes at 
7.30 pnr, Dec 8, 13 

• Mixed Programme: indudes 
Fearful Symmetries choreographed 
by Ashley Page, and Symphony In C 
by Bfzet. choreographed by George 
Balanchine at 7.30 pm; Dec 6, 7, 10 

(2 pm) 

• The Sleeping Beauty: a new 
production of Tchaikovsky’s ballet 
Produced by Anthony Dowell, set 
designed by Maria Bjomson at 7.30 
pm; Dec 12 

THEATRE 

Haymarfcet Tel: (071) 930 8800 

• Arcadia: by Tom Stoppard, 
directed by Trevor Nuvt. Two 
present day historians investigate a 
possible scandal involving Lord 
Byron at 7.30 pm; (Not Sun) 

Lyric Hammersmith Teh (081) 741 
2311 


• MVandofina: by Carlo Gokflni, 
directed by DaDa Ibeihauptaite. With 
Carofine Quentin at 7.30 pm; to Dec 
10 (Not Sun) 

National, Cotbesioe Teh (071) 928 
2252 

• Landscape: written and directed 
by Harold Pinter. With lan Holm and 
Penelope WBton^ to Dec 6 (Not Sun) 
(Not Mon) 

■ NEW YORK 

GALLERIES 

Brooklyn Museum Tel: (718) 838 
5000 

• Indian Minature Paintings: 80 
JeweMKcs paintings from the 15tti 
-19th century; to Jan 8 (Not Mon) 
MetropoRtan 

• Earty Renaissance Rorenca: 100 
panel paintings and manuscript 
iDumi nations by masters of the 
Gothic style; to Feb 26 (Not Mon) 

• Origins of Impressionism: 175 
paintings by Parisian artists of the 
1880’s; to Jan 8 (Not Mon) 
OPERA/BALLET 
Metropolitan Tet (212) 362 6000 

• Don Giovanni: by Mozart, sung in 
Kalian at 8 pm; Dec 6, 10 

• Lady Macbeth of Mtsenslc 

Shostakovich at 8 pm; Dec 7, 10 

• Madama Butterfly: by Puccini at 
8 pnr, Dec 8 

• Peter Grimes: by Britten. English 
at 8 pm; Dec 12 

• Rigotetto: Italian opera by Verdi 
at 8 pm; Dec 9, 13 
THEATRE 

Joseph Papp Pubfic Theatre Tek 
(212) 598 7150 

• Simpatico: directed by Sam 
Shepard. Set in the world of 
thoroughbred horseracing, with 
Beverly D’Angelo, Marcia Gay 
Harden and Ed Harris at 8 pm; to 


Dec 11 (Not Mon) 

Roundabout Theatre Company Teh 
(212)869 8400 

• The Glass Menagerie; by 
Tennessee Williams. Director Frank 
Galati, cast includes Zeljko tvanek, 
Julie Harris, Calrsta Rockhart and 
Kevin Kuna' at 8 pm; to Jan 1 

■ WASHINGTON 

CONCERTS 

Kennedy Centre Tet (202) 467 
4600 

• An Evening of Opera aid 
Chamber Music: Selections from a 
new opera and chamber music by 
Soong Fu Yuan. With soprano Yan 
Yan Wang, tenor Robert Brubaker, 
bass Don Yule, the Cam Grata 
Quartet and conductor Fy Soong at 
7.30 pm; Dec 11 

• National Symphony Orchestra: 
conducted by Eiji Oue play Mahler 
and Tchaikovsky at 8^0 pm; Dec 6 

pm) 

GALLERIES 

Freer Gallery Tet (202) 357 2700 

• Chinese Calligraphy; exhibition 
focuses on varied uses of 
calligraphy from the 7th-19th 
century; to May 1 

Sadder Tel: (202) 357 2700 
t Landscape as Culture: Lois 
Conner travels through Asia 
recording architecture and 
landscapes with her 100-year-old 
banquet camera; to May 30 
THEATRE 

Arena Stage Kreeger Theater Tel: 
(202)554 9066 

• Misaffiance: by Bernard Shaw, 
directed by Kyle DormeBy; to Jan 8 
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THE FT INTERVIEW: Ingvar Carlsson 


Joe Rogaly 


Undaunted by 
hurdles ahead 



Ingvar Carlsson, Swedish prime minister: *1 am very optimistic* 


For a man who 
has just taken 
charge or a 
country with 
one of the big- 
gest holes in 
Europe In its 
public finances, Mr Ingvar 
Carlsson, Sweden's recently 
restored Social Democratic 
prime minister, shows a 
remarkable degree of confi- 
dence about the task facing 

him 

Sweden will have a budget 
deficit in the current fiscal 
year of SKr200bn (£17bn) - 
about 13 per cent of gross 
national product. The state 
debt, the fastest-growing 
among industrialised coun- 
tries, will top 90 per cent of 
gross national product next 
year. 

The financial markets 
remain nervous about the new 
government's ability to recon- 
cile Its commitment to the 
country’s big welfare system 
with the need for drastic action 
to cat public spending. Mr 
Carlsson, however, insists that 
the job will be done. 

“It went very rapidly in the 
wrong direction and I am very 
optimistic about the possibili- 
ties to change this again.” he 
«tec lares. 

He ticks off a list of mea- 
sures. A package of tax 
increases (the largest for years 
in Sweden) and spending cuts 
announced last month will 
shave SKr57bn from the deficit 
These come on top of SKrlSbn 
in cuts inherited from tie pre- 
vious centre-right government 
of by Mr Carl Bildt the radical 
leader of the conservative Mod- 
erate party- Further measures 
worth another SKrSObn - 
mainly cuts - are promised in 
the January budget 
“Honestly, 1 don’t think, the 
market is aware yet of what we 
are doing." he says. “But they 
win see the facts. (The mea- 
sures] will stabilise the total 
Swedish debt before 1998, 
which was the target we set in 
the election campaign. 1 think 
it is possible in 2597.” 

Nor is Mr Carlsson worried 
that his government’s forecast 
of more than 3 per cent growth 
next year - on which the defi- 
cit reduction plan depends - is 
ahead of most mar ket expecta- 
tions. 

“1 met a large group of indus- 
trialists only last Monday and 
they say all forecasts now are 
underestimating the activities 
already taking place in our 
companies. I don’t think we 
are over-optimistic. Now there 
is a reel swing in investment 
and demand is also coming in 


the domestic market, so I think 
we will have a very good year 
in 1996.” 

So fhr, the markets have 
reserved judgment on the gov- 
ernment’s economic policies: 
long-term interest rates in Swe- 
den are 3J5 percentage points 
hi gh nr than in Germany. Mr 
Carlsson knows that, if the 
January budget fails to con- 
vince the markets, c o n tinuing 
high interest rates will dog his 
e ff orts to cut unemployment. 

But in the meantime, the 
prime minister is clearly enjoy- 
ing his return to power, 
savouring his clear election 
victory in September and the 
Yes vote in last month’s refer- 
endum over membership of the 
European Union. 

The silver-haired Mr Carls- 
son, party leader since 1986, 
exudes relief that the political 
status quo has been restored, 
after Mr Bfldt’s coalition set 
out to transform Sweden into a 
full-blown liberal market econ- 
omy. 

Instead. Mr Carlsson is reas- 
sured that Swedes flocked back 
to the Social Democrats (in 
power for more than SO of the 
last so years) in order to 
preserve their welfare state - 
as far as present straitened 


circumstances allow. 

Even though he campaigned 
in favour of EU membership, 
Mr Carlsson will take a mark- 
edly more cautious and tradi- 
tional approach to the Union 
than his predecessor. Mr Bildt 
saw joining the EU as part of a 
strategic swing - both politi- 
cally and economically - away 
from Sweden's tradition of 
aloof isolation from the rest of 
Europe. Hie spoke, for example, 
of Swedish neutrality as hav- 
ing lost its meaning. 

M r Carlsson. - 
whose party held 
out against EU 
membership for 
years, primarily to safeguard 
the country's neutral stance - 

rejects the idea that neutrality 
is dead. He knows that almost 
half of all Social Democrat sup- 
porters voted against member- 
ship in last month's referen- 
dum and is teen not to widen 
the gulf further. 

He is careful to emphasise 
that Swedish military non- 
alignment and neutrality are 
still endorsed by parliament. 
Sweden will become an 
observer in the Western Euro- 
pean Union, the Ell’s defence 
organisation, but not a full 


member - nor will it join Nato. 

“I think it is not tu the inter- 
ests of Nato or of Sweden to 
change the basic security pol- 
icy in northern Europe,” he 
says. "We have had a very sta- 
ble situation in northern 
Europe for many years with 
the kind of security policy we 
have had so Ear, and I think it 
could be dangerous to give 
Ru ssia the feeling that we are 
encircling them. 

“Of course, with the Berlin 
Wall tom down in 1989 we 
have a completely new secu- 
rity situation in Sweden. The 
nid , very difficult policy for us 
between east and west - that's 
gone. But when you come to 
the core - are we prepared to 
give up military non-align- 
ment? - the answer is no.” 

On social policy, however, 
Mr Carlsson and his govern- 
ment will aim to take a leading 
role in the Ell's fight against 
unemployment With unem- 
ployment In Sweden having 
reached unprecedent e d levels, 
at about 13 per cent of the 
workforce, the Social Demo- 
crats support concerted 
employment policies for the 
EU. Mr Carlsson supports 
moves to add conditions on 
employment levels to the fiwai 
and monetary criteria set at 
the Maastricht summit For 
European monetary uninn. 

*T think that more and more 
politicians are aware that, if 
Europe doesn’t better solve the 
unemployment problem, it is 
not Only a problem for individ- 
uals, it is a problem for Euro- 
pean democracy,’* he says. "If 
we in these good years have 
8-10 per cent unemployment 
and we meet the next recession 
from that very high level, I 
think we wzfi enter a very dan- 
gerous situation.” 

The prime minis ter will 
enter the debate on unemploy- 
ment at the EU summit in 
Wbsb» at the end of this week, 
pushing; for action to imple- 
ment recommendations made 
in the policy “white paper” 
produced by the EU Commis- 
sion in December 1993. He cites 
infrastructure investment, 
active measures to get jobless 
workers into work schemes 
and wide-ranging moves to 
upgrade education. 

“I think there will be a strug- 
gle about it,” says Mr Carlsson. 
“But 1 am glad to be a part of 
the struggle and not having to 
watch it from the outside as a 
non-member. Now we can be 
on the insid e and I look for- 
ward to that” 

Hugh Camegy 



A dangerous battleground 



You may not 
believe the pas- 
sage 1 am 
about to cite 
unless yon 
heard it with 
your own ears, 
but here it is: 
“The United 
Kingdom - the greatest cradle 
of culture and academic and 
crientififl and artistic and polit- 
ical achievement in modern 
times - that’s not some trifle 
to be lightly set at risk.” This 

f ^ itasy care pur- 
veyed by Mr John Major, in a 
speech written for delivery at 
last Friday’s conference of Con- 
servative women. An ancient 
mirage of national glory was 
his product, the flag his pack- 
aging. “It is," said the prime 
minister, referring to the coun- 


try be runs with such effortless 
brilliance, “the highest cause 
this party knows - and we will 
defend it with every fibre of 
our being." 

There yon have it. T-fogfand 
beats Graeco-Roman civilisa- 
tion into a cocked hat The Chi- 
nese, the Japanese, the French, 
the Germans, the Egyptians, 
the Italians, the Tndfaws, the 
Persians - oh, why bother to 
list them, they are all foreign, 
and they have nothing to teach 
the British. Music, painting, 
philosophy, science, the very 
act of learning were all 
invented here. There is a cer- 
tain sadness in the vainglori- 
ous, grandiloquent rodomon- 
tade with which same of our 
politicians express their nostal- 
gia for a faded past. Thank 
heavens there are fewer than 
six years to endure before 2000. 
Then it should be clear to 
everyone, even Mr Major, that 
the 19th century is over. 

Sony about that moment of 
passion. I was looking through 
the prime minister’s uMiy w; to 
the Tory ladies when the 
above-quoted nonsense leapt 
out. The business of the day is 
cool analysis of Mr Major’s 
attack on Labour’s proposals 


far constitutional reform, and 
the opposition's response. The 
matter can be disposed of quite 
succinctly. Labour is right on 
the merits of the case. The 
prime minister may be right on 
where the political advantage 
lies. Mr Major believes that his 
warning that devolution of 
power to a Scottish parliament 
would lead to the break-up of 
the UK. was an important ele- 
ment in his election victory of 
2992; the opposition parties 
have nevertheless persisted 
with titer modest proposals for 
constitutional change. 

These include regional 
assemblies, the exclusion of 
hereditary peers from the 
House of Lotos, a referendum 

on electoral 

reform, a bill of 
rights, a free- 
dom of infor- 
mation act, 
and the curtail- 
ment of the 
crown preroga- 
tive. the 
unwritten law 
that permits 
ministers to 
legislate in the 
name of the 
monarch. Most 
of these have been propounded 
in this space, as elsewhere. 
Whether or not you agree with 
any of them or Indeed the 
package as a whole depends on 
whether you regard the British 
executive as sufficiently 
checked and balanced by other 
branches of government - and 
whether you think our system 
is producing good governance. 

The argument has been 
rehearsed many times, princi- 
pally among the chattering 
classes, but also through pres- 
sure groups such as Charter 88. 
This week the audience may 
have been further enlarged 
because Mr Jack Straw 
appeared on a TV programme 
in which he repeated his 
well-known view that the mon- 
archy ought to be retrenched, 
limited to its symbolic func- 


You can see the 
Tory train of 
thought- Never 
min d the details: 
concentrate on the 
Queen, the 
institution, the 
flag, the nation 


tions. That would protect It 
from misuse as camouflage for 
the elective dictatorship. The 
Conservatives grasped the 
opportunity. “Labour attacks 
Queen" touches the nationalist 
nerve Mr Major hoped to reach 
when he spoke last Friday. 
You can see the Tory train of 
thought. Never mind the 
details of the proposals by the 
opposition's spokesman on 
home affaire. They are merely 
common sense. Forget the per- 
sonal life of the Prince of 
Wales, or the difficulties into 
which the minor members of 
the house of Windsor have 
stumbled. They are merely 
show business. 

Concentrate on the Queen 
- herself, the 
institution, the 
flag, the 
nation. Mr 
Peter LUley haa 
done so. 
“Labour voters 
ore usually in 
my experience 
very conserva- 
tive, very pro- 
monarchy, very 
pro-Britain,” 
the secretary 
for social secu- 
rity observed at the weekend. 
There has been plenty of time 
to get this kind of thinking 
into people’s heads. It was in 
1638 that Peel delineated as 
Conservative principles “the 
maintenance of the Peerage 
and the Monarchy - the con- 
tinuance of the just powers 
and attributes of King, Lords, 
nnri Commons...” I. and par* 
haps you. may think that a 
century and a half later some 
rational modifications would 
improve our polity, but our ele- 
vated opinion may carry little 
weight when set against bar- 
room salutes to “Queen and 
Country". 

Yet Labour has no choice hut 
to do battle cm this dangerous 
ground. In nearly every other 
area it is the “me too” party. 
Privatisation? Labour will 


leave untouched whatever it 
finds in the private sector. Tax 
Increases? Not us. guv. 
Schools? We'ti do what the 
Conservatives do, but rename 
it Health? Ditto. Increase pub- 
lic spending? Perish the 
thought Changing the nature 
of the state is another matter 
Labour will undertake what its 
leader, lovingly quoted by Mr 
Major, has called “the most 
extensive package of constitu- 
tional reform ever proposed by 
a British government”. That 
said the prime minister, was a 
“sort of teenage madness”. 

You could throw in one 
other small item - the Euro- 
pean Union. Broadly speaking. 
Labour Is fur it. the Conserva- 
tives increasingly against it it 
was Lady Thatcher who dra- 
matised the connection 
between Europe, the monarchy 
and nationhood when, as 
prime minister, she spoke of 
the single currency as a threat 
to the Queen’s head on the 
coinage. Conservative Euro- 
sceptics tend to be Peelites; 
they view the institutions; of 
England, and the character of 
the English, as strengths that 
“enabled this country, in her 
contests and the fearful rivalry 
of war, to extort the admira- 
tion of the world". 

That may have been stirring 
stuff in 1838. Today, with the 
nation in reduced circum- 
stances, the British constitu- 
tion dearly needs modernising. 
To say that what Parliament 
ordains is all the law you need 
is no longer tenable. If Ulster 
can have an assembly, why not 
Scotland? The Crown must 
adapt to survive. The Com- 
mons should sit for a fixed 
term. The people should be 
given a choice on electoral 
reform. Labour must counter 
emotional declarations of 
greatness with suchlike rea- 
soned propositions. Alas, bom- 
bast usually wins. Reform 
sounds sensible to me. But 
does it stand a chance against 
“the Queen, God bless her”? 
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All over the country perfectly 
sensible businessmen and women are 
working on their school projects. 


They're all part of the Private 
Finance Initiative, the PFL 

It encourages companies and 
education to do business, business 
that benefits both sides. 


running sports facilities that 
double as sports centres by night. 

From lending some finance to 
lending some experience through 
consultancy. 


For your copy just get to work 
on the coupon. 
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Since the initiative started all 
sorts of colleges and universities 
and all sorts of companies have 
been involved. 

And now schools are too. 

Already, millions of pounds* 
worth of business has been done. 

From setting up joint research 
and development centres to 


The opportunities abound. (There 
are 24,000 places of education in 
England alone.) 

And now they are even easier to 
take: since the Budget, schools, 
colleges and universities have 
more flexibility in financing 
projects. There’s a free brochure 
that will tell you more. 


Company. 
Address _ 


ida. 


Send Lhb coupon to: Education Means 
Business, PO Bar 2 193, London. E1S2EU. 

To receive more information about the 
Private Finance Initiative tick here □ 

If yem’d rather phone for this brochure 
caD 081 986 0733 (Moo- Fri 9am -Spaa). 
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EDUCATION MEANS BUSINESS 



From Mr Donald B Butcher. 

Sir, The chairman of British 
Gas (Letters, December 1) 
bases his argument for the 
increases in directors' salaries 
on two premises, performance 
and comparability - both of 
which provide shaky founda- 
tions for his case. 

The chairman writes: "It is 
his performance that cou n ts." 
All the evidence so far pub- 
lished In the UK and in the US 
demonstrates zero linkage 
between directors’ pay and the 
performance of their compa- 
nies. Also widely recognised is 
that lack of performance never 
leads to reduced pay. The “sig- 
nificant annnal cash compen- 
sation” which the chairman 
refers to will ensure that pay 
at the top of British Gas is kept 
high regardless of the future 
performance of the company. 
Private shareholders object 
strongly to this. 

The comparability argument 
will not cany any weight with 
the majority of private share- 
holders, because the remunera- 
tion of thp highly paid execu- 
tives of other UK companies, 
which British Gas now wishes 


to emulate has been fixed fry a 
close-knit group of directors. 
Result? Top pay increases far 
exceed increases in company 
profits, in overall output of the 
economy or in the pay of other 
workers. 

The chairman refers to the 
planned “dramatic” £600m 
reduction in costs. British 
Gas's operating costs excluding 
exceptional charges have 
increased from £&Sbu in 1990 
to £9bn in 1998, a 30 per cent 
increase. The planned reduc- 
tion is, therefore, same 6 per 
cent of present operating costs. 
Dramatic? 

British Gas should put this 
remuneration package to the 
vote at the next AGM. This 
would at least, if carried, 
bestow some legitimacy on the 
company’s intended action. 
Private shareholders who do 
not support the company's 
intended action may choose to 
give us their proxies. 

Donald B Butcher, 
chairman, 

UK Shareholders Association, 

12 Burgh Heath Road, 

Epsom, 

Surrey KT17 4U 


From Sir Leslie Smith. 

Sir, 1 would like to add a 
footnote to Mr Giordano's rea- 
soned letter to you (December 
1). 

My spell of duty with the 
British Gas Board covered the 
concluding years of nationalis- 
ation and the first few years of 
privatisation. The effects of the 
change were far more profound 
and dramatic than can be gen- 
erally realised and were felt 
throughout the organisation. 

Prior to the change, all real 
authority lay with the minis- 
try. The board could propose 
but not decide. Senior execu- 
tives saw themselves as fulfill- 
ing ministry requirements. 
They were remunerated 
accordingly at rates close to 
civil service rates (with the 
concomitant benefits of jobs 
for life and pensions). Promo- 
tion depended to a great extent 
on the availability of “dead 
man's shoes". If success was 
obtained (such as bringing 
North Sea gas into British 
homes), it was entirely due to 
the relentless energy of the 

chairman of that day. 

Overnight, the board was 


required to assume responsibil- 
ity for customers, sharehold- 
ers, employees and the coun- 
try. The loss of monopoly 
destroyed any remaining ves- 
tiges of “cosiness”. Some man- 
agers found they could not live 
with the new situation and had 
to go. For the first time, new 
blood had to be brought in. 

The company was now exposed 
to the full weight of competi- 
tion from British. American 
and French majors. Only the 
best would do and, fortunately. 

Dick Giordano and Cedric 
Brown are numbered among 
them. 

Of course, the divesting of 
responsibility from the minis- 
try should have provided a 
substantial benefit to the 
national economy by the 
release of many civil servants, 
and not just in the gas Indus- 7 > > » 
try. -J 

This benefit in itself would 1 
have offset Cedric Brown's sal- 
ary many times over. 

Leslie Smith. 

Forston Farm 
Forston, 

Dorchester, 

Dorset DT2 7AB 


Poor Norwegians, in control of their own destiny 


From Mr AUan Beattie. 


They will not enjoy the eco- 


aboot how their lives should be' 


High-flyers 
of the 

wireless age 

From Mr John B Francey. 

Sir, The reference to radio 
licences in your Letters col- 
umn (November 26-27) 
reminded me of the early days 
of wireless when my older 
brother. Bill Francey, then a 
schoolboy, applied for and 
obtained an experimental 
licence for reception and morse 

transmission for the sum of 10 
shillings and sixpence, it was 
signed by an up-and-coming 
politician called J Ramsay 
MacDonald. 

My brother in the course of 
his experiments erected a 100ft 
aerial between our chimney 
and the flagpole of a nearby 
factory, an aerial which was 
responsible for the sudden 
death of many unsuspecting 
seagulls before my father made 
him dismantle it and r&erect it 
in our loft. 

Whether it was equally effec- 
tive would be known oily to 
my brother’s fellow experi- 
menter, a young chap who 
lived about 10 miles away, who 
had a great Interest in flying 
and wanted to improve his 
morse proficiency. 

The young man’s was 
Jim Moffison. 

John B Francey, 

99 Aytoun Drive, 

Ersfdne, 

Renfrewshire, 

PAS HDD 


Sir, Pity the poor Norweg- 
ians. They will not be allowed 
to contribute to the cost of 
inflated EU bureaucracy: they 
will not have the privilege of 
paying CAP prices for their 
food. 


From Mr Wayne Bickertan. 

Sir, The report by Alice Raw- 
sthom of the pending Monopo- 
lies and Mergers Commission 
investigation into the Perform- 
ing Rights Society (“MMC to 
probe Performing Rights Soci- 
ety”, December 1), while inevi- 
tably stronger on accusation 
than our response, neatly illu- 
minated a collecting society’s 
fu nd a m e n tal problem. 

The top stratum of perform- 
ing rights earners - and U2 
was extensively quoted - 
whose proportional contribu- 
tions to administration costs 
really make the work of the 
PRS possible, wants more 
income, more quickly, for 
lower administration deduc- 
tions. Huge concerts, major 
world tours and continual net- 
worked broadcast of their com- 
positions gives them the right 
to demand this, they believe. 

Yet the composers or what 
the Office of Fair Trading 
referred to as “less popular 
forms of music" want some- 
thing for any and every perfor- 
mance of their works - no mat- 


nomic blight produced by an 
artificially fixed exchange 
rate - or a single currency, 
which is the same, but perma- 
nent 

Worse still: they will have to 
make all their own dedsious 


ter where, no matter how small 
the licence income for the per- 
formance may have been, and 
no matter how great the 
administrative cost may be. 
Small concerts, no world tours 
and rare or nonexistent broad- 
casts give them the right to 
demand this, they believe. 

Because the UK has no other 
national performing right soci- 
ety, PRS is a de facto monop- 
oly, and understandably will 
attract the attention of the 
OFT and the MMC from time 
to time. We have spent 80 
years trying to be all things to 
all music creators, and we are 
tackling head-on the levels of 
administration cost engen- 
dered by that aim. 

It is not in the Interests of 
some of our critics to admit 
that their demands are already 
being pragmatically met, but 
we are confident that the MMC 
inquiry will show that our poli- 
cies and practices are in the 
best interests of our member- 
ship as a whole. 

The complex nature of our 
job is highlighted by the fact 


run. 

Really, my heart bleeds for 
them. 

Allan Beattie, 

2 Kremesch OichL 
L-7473 Schoenfels, 

Luxembourg 


that even the FT totally misun- 
derstood part of the issue. You 
reported that PRS now only 
collects “royalties” on lire per- 
formances at 550 “big venues". 
PRS total 1994 income from all 
sources will be more than 
£160m. Our live performance 
licence income in 1994 totals 
about £i3m of that We license 
and collect tees from some 
40,000 venues where live music 
is played. We distribute royal- 
ties partly on the basis of pro- 
gramme information from a 
sample of big, medium and 
small venues. 

Of the £13m referred to. only 
£750,000 came Cram classical 
performances. 

I wonder how many of the 
companies featured in the FTs 
pages have shown - as PRS 
has - income growth well in 1 
excess of inflation, and steadily 
falling costs, for five years, 
during and emerging from a 
period of deep recession. 

Wayne Btckerton, 

Pe r form in g Sights Society. 

1&33 Berners Street, 

London W1P4AA 


Trying to be all things to all music creators 
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The danger of 
a cold peace 


If any such warning was still 
nested. President Boris Yeltsin's 
blunt words at the CSCE summit 
in Budapest yesterday gave ^notice 
that the postcold war honeymoon 
is over. He angrily rejected the 
plans of the Nato alliance to 
expand to the east without includ- 
ing Russia itself, and warned that 
Europe was in danger of sliding 
from the cold war into a “cold 


President Bill Clinton's rejoin- 
der, that no country would be 
allowed a veto on Nato enlarge- 
ment, sounds all very welL But it 
is Us administ ration's de ferinina- 
tion to accelerate that process 
which has infuriated Moscow. U 
suggests that the Nato allies in 
general, and the US in particular, 
have greatly underestimated Rus- 
sian sensitivity to being left out in 
the cold once again. 

Of course the western allies 
should not indefinitely appease 
the Russian government which, in 
spite of Its unpredictable vacilla- 
tions in matters of economic 
reform, has proved that it remains 
a tough and sophisticated player 
of international diplomacy. Its tac- 
tic has been to remain persistently 
ambiguous, extract concessions, 
and then still fail to deliver its 
part of the bargain. That is what 
Mr Andrei Kozyrev, the Russian 
fbreign minister, did yet again in 
Brussels last week, when he 
refused to fiw»u«a plans for a mili- 
tary cooperation programme with 
Nato. 

Yet the west must at the same 
time understand and respond to 
the extraordinary sensitivity of a 
humbled superpower, whose econ- 
omy is in tatters and whose proud 
military establishment is grum- 
bling and potentially mutinous, ft 
was precisely to reconcile the con- 
flicting rierwnmU of the central 
and east Europeans far fun Nato 
membership, while keeping the 
Russians slightly more at arm’s 
length, that the Partnership for 
Peace programme was devised: a 


half-way house to enlargement, 
and a deliberate fudge. It remains 
valid today, and full Nato mem- 
bership for the central and east 
Europeans should not be over- 
hasty, Indeed, the US urge to 
accelerate the process seems 
counter-productive. Is it really 
sensible to extend a security guar, 
an tee up to the former Soviet bor- 
ders - indeed up to the Russian 
frontier, if the Baltic states are 
included - which Washington 
itself is unlikely to implement? . 

What the central and east Euro- 
peans really need today is eco- 
nomic security, not military 
defence. Access to western mar- 
kets, followed by full membership 
of the European Union, is there- 
fore a for more urgent priority 
than full Nato membership, it is 
also a process which is much 
easier for the Russians to accept 
Indeed, Moscow has been posi- 
tively .enthusiastic about Finland’s 
prospective EU membership, pre- 
cisely because it will bring the 
Union to its very borders. It 
means that western Europe wiO 
became more aware of the eco- 
nomic development needs of Rus- 
sia itself, and more willing to con- 
tribute, the Russians believe. 

If the EU continues along its 
path of strengthening the Euro- 
pean defence pillar of Nato 
through the Western European 
Union, future east European, mem- 
bers of the EU will be getting 
enhanced military security 
through the back door, ft wSl lack 
the US security guarantee, but 
that seems unrealistic anyway. 

There is no doubt that the EU 
enlargement process to the east 
will itself prove extremely diffi- 
cult, not just for the east Euro- 
peans, but for the current mem- 
bers too, who will have to pay for 
It. They have barely started to cal- 
culate the cost, nor to define what 
reforms will be needed. But it is 
the right road forward, and one 
which will not cause Europe aim- 
ply to slide into a “odd peace". 


A transport levy 


Mir Kenneth Clarke Jast^woek. 
sweetened the pill of renewed cuts 
in public infrastructure invest- 
ment by promising that the gov- 
ernment’s Private Finance Initia- 
tive would fill much of the gap. 
On paper, however, the UK chan- 
cellor’s grand Budget forecasts 
were a triumph of hope over two 
years' disappointing experience. 

Most are agreed that modem 
governments should seek new 
ways to involve the private sector 
in transport and other large-scale 
infrastructure' investments. The 
UK government’s answer, first 
launched in 1992, was the PFI. 
This may yet win over the many 
doubters, but only a handful of 
projects has managed to meet the 
combined objections of the Trea- 
sury and would-be private inves- 
tors. 

The Corporation of London yes- 
terday proposed a rather different, 


~and pronrMng, -appmach to bridg- 
ing tiie private-public divide: an 
“Infrastructure Fond fix- London”, 
financed by a levy on local busi- 
nesses, to be raised alongside busi- 
ness rates. The fond, if supported 
by a majority of local companies, 
would be used to support efficien- 
cy-enhancing investments 
throughout the area, thus, it is 
hoped, raising London's commer- 
cial value and attractiveness to 
investors. 

The Treasury - and the govern- 
ment - will have many quibbles 
with the proposal But a business 
levy would have the advantage of 
Unking payment far infrastructure 
improvmnents more directly to the 
ultimate beneficiaries, namely 
local property owners. Many 
details have yet to be worked out, 
but the government would be fool- 
ish to let its fondness for PFI blind 
it to the benefits of a better way. 


Can pay, will pay 


The insurance companies and 
pension funds that control the 
hugest block o£ shares in British 
Gas have been among the least 
vocal of those complaining about 
the 75 per cent pay rise granted to 
the company’s chief executive, Mr 
Cedric Brown. Is it realistic for the 
government to look to these 
instinctive non-interventionists to 
exercise a restraining influence 
over directors' remuneration? 

Realistic or not, it is certainly 
Logical, since institutional share- 
holders are the legal owners of a 
majority of the equity in British 
industry and commerce. If run- 
away pay packages in the board- 
room are a symptom of the 
divorce between ownership and 
control In the corporate sector, 
then some ti ghtening of owner- 
ship discipline would be a legiti- 
mate way to address the licence 
that prevails in the absence of any 
objective benchmark or proxy for 
market value. 

The problem arises because of 
fondamental conflicts of interest 
The nonexecutive directors who 
sit on remuneration committees 
are usually executive directors of 
other companies and have little 
Interest in keeping a lid on pay. 
The remuneration consultants 
who advise them have a greater 
interest in pleasing the directors 
than the ultimate beneficial own- 
ers. The question is how to inject 
a greater degree of independence 
into this overcosy dialogue. 

Greater transparency would cer- 
tainly help the institutions to 
exercise more effective oversight 
An obvious starting point would 
be to ban the practice of bundling 
up resolutions at annual general 
meetings, so that contentious 
issues of corporate governance are 
packaged together with resolu- 
tions with ' wider shareholder 
appeal on which shareholders are 
asked to exercise a tingle vote. 

Nor is there any reason why 
directors’ pay should be exempted 


■ from individual disclosure. So, too, 
with other parts of the remunera- 
tion package. While the accoun- 
tancy bodies appear to have 
doubts about the practicability of 
valuing directors’ share options, 
City practitioners mark options to 

market value daily on the basis of 

widely accepted computerised 
models which would be perfectly 
adequate for annual disclosure 
purposes. An equally obvious 
loophole in the law is the failure 
to require disclosure of the large 
actuarial costs to the company of 
increasing directors’ pay in the 
year before retirement 

The usual argument against put- 
ting remuneration packages to a 
fihnrfl holder vote is that 'hirmtiing 
senior executives could not be per- 
suaded to take new jobs if the 
terms of their contracts were sub- 
ject to a shareholder veto. Yet this 
rests on a misunderstanding of the 
institutions, which - imHlre some 
members of the cabinet - are not 
instinctively hostile to high pay. 
Still le*« are they keen to damage 
the competitiveness of British 
industry. To the extent that 
incoming executives need addi- 
tional reassurance, this could be 
provided by companies publicising 
a clear statement of remuneration 
policy, with which any new 
appointment would comply. 

The bigger difficulty lies in the 
institutions themselves, since 
they, too, as legal rather than ben- 
eficial owners, are subject to con- 
flicts of Interest Insurance com- 
pany directors have their own pay 
packages to think of, while pen- 
sion fund trustees are often crea- 
tures of the company. Even with 
greater transparency, they have 
no great incentive to deny interna- 
tfonal-styte pay packages to execu- 
tives who run companies with pre- 
dominantly domestic revenues, hi 
the absence of greater accountabil- 
ity for the institutions themselves, 
the incentive to play an active 
watchdog rote will be weak. 


★ 


A senior official at Oftel 
the telecommunications 
watchdog, was heard 
muttering recently: 
"What do we do if Mer- 
cury dies?" Yesterday’s announce- 
ment of retrenchment at the UK 
telecommunications company 
reveals the question to be for from 
academic. 

Less than a month ago, Mr Mike 
Harris, Mercury's chief executive, 
was suddenly reassigned to another 
post in the Cable & Wireless group, 
of which Mercury is a part The new 
management, led by Mr Duncan 
Lewis who was previously responsi- 
ble for the north American 
operations of Cable & Wireless, 
insists the c o mp an y has now laid 
the foundations for future growth. 

But some analysts believe that 
the company's best days are behind 
it as a serious competitor to British 
Telecommunications, the UK’s tele- 
coms giant which has Just cele- 
brated its tenth ann iver sary in the 
private sector. 

Yesterday Mercury announced 
job cuts totalling 2£Q0, withdrawal 
from a number of services including 
payphones, directory enquiries, 
mass market entertainment and 
customer premises equipment It 
also listed the business areas - 
Including telecom services for the 
oil and transport industries - on 
which it intended to concentrate 
and said Its residential services 
would be provided through partner- 
ships with cable companies. 

The changes will not affect Mer- 
cury One-2-One, the mobile phone 
company that is a separate venture. 

There have been repealed warn- 
ings that Mercury was under pres- 
sure. Analysts have been sounding 
alarms for more than a year, and 
statistics have long av ailable 
highlighting Mercury’s difficulties. 

The most telling have related to 
the company’s profitability and the 
erosion of its competitive edge aver 
BT, upon which most of Mercury's 
hw iiM K depends. 

Mercury’s figures for the half 
year to September 30 revealed the 
extent of the company’s plight and 
appear to have been the immediate 
spur for yesterday's bloodletting. 
They showed a fall in operating 
profit - down 3 per cent an the 
same period for 1993, wtth only a 
modest growth in turnover and 
hardy half the level of growth in 
traffic witnessed in 1992 and 1993. 

Much of the problem lies in Mer- 
cury’s rifiriielng nrimp ptitiv iBrwiiw. fo 
the business market, the gap 
between Mercury’s charges and 
BIT’S has been narrowing fast (see 
chart). Savings of up to 20 per cent 
were common on long-distance 
prices in the late 1980s. But for 
large businesses, the savings now 
on after can be trifling, allowing for 
the costs of switching and volume 
discounts available from BT. 
ft is a similar pit- tur n fn the rest- 



Clipped wings 
for Mercury 

Andrew Adonis and Alan Cane on the pressures behind 
retrenchment plans at the UK telecoms operator 


dential market, which has been 
Mercury's main target for the past 
two years. A detailed BT study, 
published In October, claimed that 
after volume and bonus 

schemes, BT worked out cheaper 
than Mercury not just for low-value 
residential users, but for many 
home users with large bills - Mer- 
cury’s target market The figures, 
verified by consultant Coopers & 
Lybrand, were persuasive, and Mer- 
cury foiled to produce a convincing 
rebuttal 

As Mr Laurence Hayworth, tele- 
coms analyst at Robert Fleming, the 
brokers, puts it "Mercury has seri- 
ously under-estimated BT, which 
over the past five years has ruth- 
lessly cut costs and become a strong 
competitor on price as much as 
quality.” 

Oftel has been an accomplice in 
BTs transformation, since its tough 
price cap on the former monopoly 
operator has been a significant spur 
to Its productivity improvement. 

The regulatory vice was further 
tightened by the government’s deci- 
sion In 1991 to allow new entrants 
into the telecoms market to com- 
pete with BT and Mercury. The end- 
ing of the BT/Mercury duopoly, 
which had been in place since BTs 
privatisation, has exposed Mercury 
to intense competitive pressure. 

In the business market, a host of 
new operators has focused cm large 
companies, severely denting Mercu- 
ry's business. Woridcom, one of the 
largest of the new operators, 
regards Mercury - not BT - as its 
principal competitor, and quotes its 
prices as a percentage saving on 
Mercury's "best business price". 

A recent survey of 100 large busi- 
ness users by broker James Capel 
concluded that Mercury was befog 
"squeezed from all sides” and is set 
for only modest growth in the next 
few years. 

Ironically, given the company's 
early success as the lean David 
fi ghting against a bloated BT GoK- 
ath. Mercury now finds itself up 
against competitors with far slim- 
mer structures and lower cost bases 
than its own. Knergis , the subsid- 
iary of National Grid that recently 
launched a national fibreoptic net- 
work using the Grid’s pylons, has 
about 400 employees, compared 
with Mercury's 11,400. 
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In the residential market, cable 
TV companies have signifi- 
cant inroads into BTs market in 
urban areas. They use Mercury for 
much of their long-distance tr affic , 
but they have used the proliferation 
of long-distance earners to force 
down the charges. 

Yesterday’s surgery marks a 
change of strategy, the end of Mer- 
cury’s attempt to present itself a 
nrini-BT offering a fun range of ser- 
vices. 

The closure of the payphones 
division is the most visible evi- 
dence. The company is also pulling 
out of the mass consumer market; it 


will continue to provide services to 
residential customers but largely 
through third parties such as cable 
television operators. Mr Lewis says: 
"We cannot address the mass con- 
sumer market; the young upstarts 
of the cable television business are 
the kind of people we will partner." 

More telling, perhaps, is Mercu- 
ry's derision to withdraw from sup- 
plying equipment snch as 
exchanges, to business customers. 
Its supply activities were built on 
the £32Qm acquisition of Telephone 
Rentals in 1968, balled by the com- 
pany at the time as an act of 
"industrial logic" to extend 


IS 


Mercury's reach. 

Mr Lewis sees two models for 
Mercury to follow. One, outside the 
telecommunications sector, is Com- 
paq, the US personal computer com- 
pany that has become a world 
leader by providing quality systems 
at low prices. 

The other is MCI, the US telecom- 
munications company whose rapid 
growth in the late ISSOs was based 
on confronting AT&T, the largest 
US telecoms operator, in its core 
markets. MCI - which, ironically, 
last year forged a $5J3bn alliance 
with BT - represents the best prac- 
tice in telecommunications for Mr 
Lewis. 

MCI was one of the models used 
by Mercury in deciding to shed 20 
per cant of the workforce. 

"We are committed to bench- 
marking our operations against 
best-in-class carriers' practices and 
finan cial profiles,” says to Mi- 
Lewis. 

I n facing the current chal- 
lenge, Mr Lewis boasts of his 
US experience- Analysts 
argue, however, that MCI is a 
company that has done most 
things right, while Mercury has 
missed its opportunities. Even if 
costs are brought under control 
growth has to be stimulated. 

Furthermore, Mercury is only one 
of the businesses of Cable & Wire- 
less - and one of the less successful 
Although C&W remains loyal to its 
offspring in public, in private some 
of those in charge of its more suc- 
cessful businesses are critical. 

Last year Asia accounted for 
nearly half of C&Ws £4.7bn turn- 
over, and Hong Kong - C&W owns 
57.5 per cent stake in Hongkong 
Telecom - has long been the jewel 
to its crown. Hongkong Telecom 
accounted for 64 per cent of its oper- 
ating profit last year. By contrast, 
in the competitive UK market, 
C&W’s turnover was three-quarters 
that in Hong Kong, yet its operating 
profit was less than a third as great 
Until now, C&W has resisted bids 
for its UK subsidiary. Earlier tins 
year it even turned down a partner- 
ship deal with AT&T that would 
have brought Mercury into the US 
group's "Worldsource" Interna- 
tional alliance geared to the tele- 
coms needs of multinationals. 

The dpcisaon to dose the door on 
AT&T aroused anguished 
soul-searching within Mercury, 
with some believing it might be the 
UK group’s last, best chance to 
secure Itself against BT. 

Mr James Ross, C&W’s chief exec- 
utive, said yesterday: "The scale of 
this restructuring reflects our deter- 
mination that all businesses within 
the C&W federation must be fully 
competitive in their respective 
marketplaces.'' 

But even for a company named 
after the god of co mmer ce, determi- 
nation Is a long way from outcome. 


Labour and education key to growth 



Personal 
_ View 


When the leaders of 
the Latin American 
and Caribbean 
nations meet Presi- 
dent Bill Clinton at 
the Summit of the 
Americas in Miami 
this Friday, they 
will press for closer 

trade ties. 

They win rightly argue that the 
future of their market-oriented 
reforms will depend on the region’s 
ability to continue gemrating rapid 
exports growth. This, in turn, 
requires an assurance that protec- 
tionism in industrial countries - 
and especially in the US - win be 
kept in check. 

After implementing one of the 
most dramatic unilateral trade lib- 
eralisation reforms of modem 
times, the Latin American countries 
want to be rewarded by obtaining 
better access to large international 
markets. 

Achieving a sustainable rapid 
rate of exports growth, however, 
win take more than trade agree- 
ments. It will also require the gov- 
ernments of the region to imple- 
ment a series of 


“second-generation" reforms aimed 
at continuously increasing produc- 
tivity gains. In particular, these 
new reforms will have to deal with 
two fundamental problems: out- 
dated labour market legislation and 
dismal education systems. 

Labour market legislation is thor- 
oughly antiquated in most Latin 
American countries (as with so 
many areas, the pioneer reformer, 
Chile, is the clear exception), impos- 
ing astonishing restrictions to 
labour mobility. Taxes on employ- 
ment are hi g h , reaching almost 50 
per cent of wages In some countries. 
Severance payments schemes 
reduce flexibility, discourage on- 
the-job training, and discriminate 
against younger workers. 

There is now abundant evidence 
from the rapidly growing ec on o mi es 
of east Asia that success in interna- 
tional markets requires flexible 
labour markets. This allows compa- 
nies to readjust their use of labour 
to maximise their competitiveness. 

But perhaps the most serious 
aspect of labour relations in Latin 
America is that public sector 
pp fon s still exercise a tremendous 
political influence in many coun- 


tries - pgppHafly fn the health and 
education sectors. They use this inf- 
luence to obstruct any attempt to 
introduce accountability, reform 
their operations and improve the 
delivery of public services. For 
example, the Chilean education 
minister was recently ousted 
because his plan to improve the 
dilapidated quality of secondary 
education was strongly opposed by 


A World Bank study 
found the average 
quality of primary 
education in Latin 
America is dismal 


the vociferous teachers’ union. 

Reforming labour legislation - 
anH “reinventing” fte trade union 
movement as truly democratic, 
inclusive and non-confrontational - 
is ono of the most ffiffionlt chal- 
lenges t h at the countries of Tatin 
America will face in the future. 

Education reform is another fun- 
damental priority. The limited cov- 
erage of Latin American education 


systems, their lack of ent phagfo on 
science and technology, and their 
generally low quality, stand in the 
way of improved productivity. 

A recent World Bank study found 
that the average quality of primary 
education in Latin America is dis- 
mal ft quoted an international com- 
parative study an reading abilities 
of mne-year-olds which found that 
Venezuelan students ranked last 
out of a sample of 27 countries. 

Another study among lSyear- 
olds, carried out in 1992, looked at 
the quality of science and mathe- 
matics education, and found that 
Brazilian students from Sfio Paulo 
and Fortaleza were outperformed by 
students from South Korea, Taiwan, 
Israel, Jordan, China, and by every 
developed country in the sample. 
Only Mozambican students 
recorded lower test scores than the 
Brazilian students. 

finally, a 1992 study on mathe- 
matics and science education for 13- 
year-olds in five Latin American 
countries - Argentina, Colombia, 
Costa Rica, the Dominican Republic 
and Venezuela - found that , with 
the exception of elite schools, test 
performance was in most cases sig- 


nificantly below that of Asian coun- 
tries such as Thailand. 

Improving the quality of educa- 
tion will require strengthening 
management, reallocating educa- 
tion resources, an increase in tend- 
ing and making teachers account- 
able - especially to parents. In 
many cases, it will also mean deoen- 
tralising education, giving a greater 
role to the private sector. Teachers 
should be trained using modern 
techniques, their skills periodically 
renewed and their salaries set 
according to performance. 

Only if Latin American countries 
improve the flexibility of their 
labour markets and performance of 
their education systems will they 
systematically be able to expand 
productivity, accelerate growth and 
move towards prosperity. 

Sebastian Edwards 

The author is chief economist for the 
World Bank’s Latin America and 
Caribbean Region. He is on leave 
from the University of CaUfomia at 
Los Angeles where he is a professor 
of international business 
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Bets on 
Bentsen 

■ While the election of a hostile 
Republican Congress last month 
had seemed to confer job security 
on virtually the entire CHntan 
cabinet, the rumour that treasury 
secretary Lloyd Bentsen is poised to 
pack his bags is the one that will 
not go away. “Tall keep asking me 
that question and erne of these days 
you’re gonna be right,” he barked 
back at hacks even befixe the 
mid-tom e le c ti ons. 

Yesterday he brushed off renewed 
speculation as “premature", but all 
the same Bentsen seemed to be 
hinting he was off shortly. “I 
believe you rest up before yon wear 

out,” he quipped. 

While the courtly, canning 
73-year-old Texan may at first have 
seemed the odd man out in a 
youtbtel administration, he has 
now grown dose to President 
Clinton, who, for instance, bowed to 
his advice to fight a kmdy battle 
for the North American Free Trade 
Agreement 

Having served seren years in the 
House of Representatives and 22 
years In the Senate, he would have 
been a useful Hnk between an 

adminis tration lacking in 

“greyheads" and a Republican 
Congress, where he has many 
friends. 

The septuagenarian is supposedly 
looking forward to getting back into 
business - though quite what, he 


hasn’t said. 

EBs father built a fortune on land 
sales to Mexicans while Bentsen 
junior made his money from 16 
years in the rather staider world of 
insurance. But why should that be 
more “restful” than benignly 
neglecting the dollar? 


Home truths 

■ Gender-exclusive it may be, as 
Observer has already pointed out, 
but the J.O. Hambro Businessman 
of the Year Award has managed, 
unlike same snch prizes, to avoid 
looking foolish - largely by sticking 
to gncTi indubitable pillars of the 
business world as Sir Christopher 
Hogg (1993) and Sir David Scholey 
0390). To date, only I984’s 
tttleholder, Gerald Reason, who 
spent time in jail in connection 
with the Guinness affair, 
constitutes a bit of a bbp. 

So this year's winner. Sir W illiam 
Purves, chairman of HSBC 
Holdings, steps effortlessly into the 
eminent Tine-up - except for the 

little matter, to which he himself 
alluded yesterday, of his having 
only been back to the UK Bar 14 
months after a 40-year absence. 

Appropriately enough, it fell to 

Lord Kfogsdown, governor of the 
Bank of England when the latter 
made Purves’s residence in London 
a condition of the Midland takeover, 
to make the award. 

How he must have enjoyed 
commending Purves for his 
"personal courage, fortitude and 



‘Sometimes I wish I'd never 
been fared' 


modesty" - Purves, the proud Scot 
who, whatever Ik now thinks about 
his London sojourn, famously 
rKsUkaa being told to do anything 
by anybody. 


Fuelling debate 

■ The hearts of Tory business 
managers must have been in their 
mouths yesterday morning on 
dghting a strongly worded press 
release from Mid-Staffordshire MP 
MBflhgpl tfahriran t conde mning tire 

government’s VAT on fuel 
proposals. 

To date, Fabricate; has made his 
name less for any rebelliousness 


than, for his extraordinary flaxen 
mane - once memorably described 
by a sketch writer as resembling "a 
Caribbean beach hut wrecked by a 
tornado”. 

Yet here he was on the eve of 
today's vital procedural vote 
announcing bis opposition "on 
three grounds" to 175 per cent VAT 
an fneL If that was the attitude of a 
stalwart, what were the 
hard-pressed whips supposed to do? 

Breathe again. For, provided they 
read his second page, they 
discovered that Fabricate will be 
behind the government tonight - 
because, his “argument” goes. 
Labour’s awiemimpwt is merely 
procedural and would not have the 
effect of keeping VAT on fuel at 8 
percent 

If only Tory backbenchers would 
devote a fraction of such ingenuity 
to deciding how best to ran the 
country. 


Seconds out 

■ When 46-year-old boxer George 
Foreman last month regained the 
world heavyweight championship, 
big bucks were sure to follow. Now 
he's being offered an estimated J2m 
dollars per advertising 
endorsement; in 1996 his total 
income from advBT lifli'Hg ramLi li^ts 
was only $3m. 

Advertisers are hoping Foreman 

- a preacher as well as prize-fighter 

- wifi remain a suitable member of 
the shrivelled ranks of 
squeaky-clean sporting figures 


useful for such endorsements; 
possession of no unsightly stains is 
now a sine qua non in the US 
endorsement market, whose fingers 
have been badly burned by Michael 
Jackson et aL 

So you can now buy a 
Foreman-autographed glove in a 
display case for $399.95, or a rather 
cheaper signed photo erf Foreman 
seconds after his November 5 
victory over Michael Moorer. 

How long before he is endorsing 
slimming products? 


Watch this space 

■ It didn’t take National Parking 
Corporation long to climb back Into 
its shell With the last-minute 
collapse erf the buy-out by 
Prudential, the founders reverted 
to form and yesterday asked 
the FT’S reporter to leave 
the agm. 

Even the stock market's greatest 
basket cases nowadays 
begrudgingly admit the press. 
Unlike the car-parkers - who have 
long held the media to be 
nosy-parkers. 

The FT is still waiting to hear 
how many car parks NFC operates, 
a question posed in June. 


Wrong numbers 

■ Now that UK phone company 
Mercury is sacking loads of staff, 
will it bring in redundancy 
counsellors for One-2-One sessions? 
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Brussels deal clears way LK set to 
for rescue aid to Ukraine German 


By Lionei Barber In Brussels 


European Union finance minis- 
ters yesterday sent a belated sig- 
nal of support for the reformist 
government in Ukraine with an 
agreement in principle to provide 
a loan of Ecu85m (SlO&n). 

The loan should pave the way 
for an International rescue plan 
to fill a potential $lbn gap in 
Ukraine’s fourth-quarter balance 
of pa y ments, which threatened to 
reignite inflation and cut short 
energy imports this winter. 

The Brussels deal means the 
loan will be disbursed only after 
the International Monetary Fund 
completes negotiations on a 
$L5bn standby loan to support 
the reform programme. 

It is also tied to closure of the 
Chernobyl nuclear plant, though 
Ukraine’s promise to meet tts 
debt arrears means that Ecu40Qm 
of EU funds should be released 
soon to help pay for the Kiev 
go v er n ment's nucl ea r clean- up. 

The US and Germany lobbied 


hard for a deal in Brussels, argu- 
ing that It was vital to bolster 
President Leonid Kuchma, a cen- 
tral planner turned economic 
reformer who had campaigned 
for signing the nuclear non- 
proliferation treaty 

France «nd the UK - which 
bad previously held up an accord 
- feil into line after their part- 
ners agreed to impose tighter 
conditions on future EU macro- 
economic aid to third countries, 
with Ukraine being treated as an 
exceptional case. 

Mr Kenneth Clarke, the UK 
chancellor of the exchequer, told 
colleagues that the EU should 
not turn itself into a “shadow 
IMF”, lie railed f or clearer rules 
on EU lending to distressed coun- 
tries, and a study is expected to 
be produced next year. 

Mr Theo Waigel, the German 
finance minister who chaired yes- 
terday’s meeting, overcame 
French reservations by forging a 
political compromise on aid to 
Algeria. Ministers agreed with 


the Commission to provide a 
m aximum Ecu200m, to be 
released in two tranches, to sup- 
port structural reform in the 
beleaguered north African state. 

Mr Waigel «ud the a gr-ppmcmt 
was an important statement of 
European support for the Alge- 
rian government, which had 
embarked on a “courageous and 
ambitious'’ ref o r m programme. 

The riflriflfo n on Ukraine must 
still go through the European 
Parliament, and it leaves open 
the question of how much the EU 
will he ready to contribute next 
year to cope with expected bal- 
ance of payments difficulties. But 
in the short term, it unlocks fur- 
ther funds from the US and other 
Group of Seven industrialised 
nations, including Japan. The US 
has already offered around 
5100m, and Canada. $25m. 

Ministers also agreed to pro- 
vide macroeconomic aid of up to 
Ecul30m for Slovakia, to be 
released in two tranches to help 
with the reform programme. 


plan for EU 
labour law 


By Robert Taylor in London 


South Korea plans to relax 
limits on foreign exchange 


% John Btaton in Seoul 


The South Korean government is 
to ease foreign exchange controls 
by the end of the decade. But the 
measures are more likely to bene- 
fit Korean companies seeking 
funds abroad than foreign inves- 
tors wanting access to Korea’s 

frngnrifll marlratg 

Seoul imposed tough controls 
on capital flows after a debt crisis 
in t he 1970s anH hut nwintainwl 
them since, in an effort to control 
the money supply and reduce 
inflationary pressure^. 

Under measures - announced 
yesterday, South Korean compa- 
nies will be able to raise 
long-term foreign commercial 
loans from next year to fifian«» 
Ihe buying of factories, advanced 
manufacturing equipment and 
technology from abroad Foreign 
loans usually carry lower interest 
rates than domestic loans. 


Other remaining restrictions 
on corporate loans abroad wiU be 
removed by 1997. 

South Korean companies win 
also he granted more freedom to 
raise funds on foreign capital 
markets through band or securi- 
ties issues by 1997. Foreign bond 
issues are now subject to a mone- 
tary ceiling which totalled 
$L25bn this year. 

The foreign funds Inflow is 
expected to increase from S6bn in 
1995 to 520bn by 1999, resulting in 
an appreciation of the South Kor- 
ean currency, according to the 

flwannp ministr y 

Foreign investors in South 
Korea are expected to be disap- 
pointed. Although the foreign 
aTisrflh n Ming cmling in listed 
companies will be raised from 12 
per cent to 15 per cent next year, 
the government has not yet 
decided whether to abolish file 
quota by 1999. 


The opening of the bond mar- 
ket to foreign investors is expec- 
ted to start in 1996-97. However, it 
will be limited to issues that Kor- 
ean investors consider unattrac- 
tive, such as nou-guaranteed 

hnnrfc issued by small aiwi medl- 

um-sized companies. 

Limited investments in nnn- 
guaranteed hands by large corpo- 
rations will he allowed in 1998 or 
1999, but the government has not 
gi ve n a commitment to the frill 
opening of the bond market 

The Organisation for Economic 
Co-operation and Development, 
during talks on South Korea’s 
entry into the group in 1996, is 
likely to demand further liberal- 
isation for foreign investors. 

Foreign companies will be 
allowed to issue stocks in South 
Korea next year and won-denomi- 
nated bonds by 1997, although 
the latter may not appeal due to 
high domestic bond rates. 


Chile and Nafta Euro-currency 


Continued from Page 1 


Continued from Page 1 


presidential election campaign. They admit that 
since the stance of the new members of Congress is 
uncertain, Air Clinton’s ability to push through the 
necessary legislation cannot he taken for granted. 

However, officials see a chance for passage of a 
fast-track authority, limited to Chile. This would 
avoid a line-by-line scrutiny by Congress of the 
a ccessio n agreement, which would pna gp of 
the legislation all but impossible. 

Chile is a small economy compared with the 
other three - it is a the sixth the size of Mexico’s, 
Itself a 20th of the US - and most of its exports 
already enter the US at zero or low tariffs. 

An agreement would help give further comfort to 
investors in Chile and reduce the vulnerability of 
its exporters to trade disputes with the US. More 
important, it is viewed as providing momentum for 
the Nafta process. 

"It’s like a bicycle; If we stop pedalling, everyone 
will fall off,” said one official. 


are that government budget deficits fall to 3 per 
cent or less of gross domestic product; that govern- 
ment debt foils consistently towards a target erf 60 
per cent of GDP. 

Although 1997 remains a highly ambitious target, 
many observers in Brussels and the financial mar- 
kets are reassessing the possibility of a move by a 
few selected cunrendes led by the D-Mark to mone- 
tary union in 1999. However, public opinion in the 
main European economies of France. Germany and 
the UK remains divided. 

The European Commission pressed far a state- 
ment on the wide bands to keep hopes alive that the 
1997 date for Emu could he met, arguing that ft was 
important not to weaken the provisions of the 
Maastricht treaty. 

Technically, however, governments could move 
to a single currency and then declare, retroactively, 
the wide exchange rate bands to be normal, one EU 

nffirial said 


Mr Michael Portillo, UK 
employment secretary, will today 
oppose an attempt by the Ger- 
man government to pass a resolu- 
tion Strengthening minimum 
labour standards for the Euro- 
pean Union. 

His stance seems certain to iso- 
late him from his miTHgt»ri »fl col- 
leagues at the social affairs coun- 
cil meeting in Brussels. Mr 
Portillo fears the German pro- 
posal may usher in a new wave 

Of SO Cial regulations damag in g - to 

European business, P n d bring Hip 
UK government into further 
conflict with other member 
states. 

The UK government has 
resisted European Commission 
attempts to strengthen workers’ 
rights because It believes 
they add to labour costs 
and undermine business competi- 
tiveness. 

While the German motion 
would not enjoy any legal force, 
its approval by the ministers 
would increase the pressure on 
Mr Padraig Flynn, EU social 
affairs commissioner, to produce 
new social directives mainly to 
improve worker rights. 

Until recently, Mr Flynn 
appeared to have ruled out any 
further legislation, emphasising 
the need to conce nt ra t e an tack- 
ling unemployment and enforc- 
ing existing social directives in 
member states. 

But a number of EU countries, 
including Germany, as well as 
the European parliament and 
several European trade unions 
are presang the Commission to 
pvtpnd the ElTs prigting binding 
and enforceable minimum labour 
standards. Mr Flynn appears to 
have changed his position and 
has now promised to draw 
up a new agenda of social legisla- 
tion. 

Today’s 10-point German reso- 
lution would cover 

• Equality of treatment for 
part-time workers and those an 
fixed-term contracts; 

• Prohibition of discrimination 
of workers who exercise their 
rights to complain or take legal 
action or refuse to perform 
unlawful tasks; 

• The right of a worker to be 
heard in internal company mat- 
ters; 

• Protection of the privacy of 
workers, in particular over the 
collection, proc essing and trans- 
mission of data; 

• Adequate protection for work- 
ers a gams f dismissal; 

• No sex discrimination against 
workers; 

• The right to “an appropriate 
continued” payment of wages on 
holiday and during illness; 

• Administrative co-operation tn 
cross-border temporary employ- 
ment; 

• The integration of disabled 
people into working life; 

• The establishment of impar- 
tial and free counselling and job 
placement services. 


FT WEATHER GUIDE 


Europe today 


A vigorous storm wt([ move from the Atlantic 
towards the UK. During the afternoon. 

Ireland wiU have southerly winds increasing 
to strong gale force. Rain clouds will rapidly 
move in from the west. Another low pressure 
system win cause near gate to gate force 
winds in southern Norway. An associated 
cold front wBI produce snow mixed with rain 
over southern Scandinavia. Rato wDI extend 
from the Pyrenees across the Alps into 
Poland as a cold front sweeps east Behind 
the front, northern Germany wtD have sunny 
spelts and some showers. Southern Europe 
will stay fair. 
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Five-day forecast 

Active low pressure systems wM cross 
western and northern Europe causing 
unsettled conditions and gusty winds. This 
strong westerly flow wiU draw mild air inland 

and cause unseasonably high temperatures 
in most of western Europe. Wintry conditions 
wHl persist over northern Scandinavia, but 
southern regions wifl have snow mixed with 
rain. Southern Europe will be sunny with 
isolated showers. 
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THE LEX COLUMN 


Mercury Comjamicafcjcns delivered a 
classic strategic U-tam yesterday. In 
pulling out of payphones, directory 
inquiries and two other peripheral 
businesses, the company returns to tts 
roots, providing business customers 
with, long distance and international 
telephone services. This refocusing 
goes band in hand with welcome cost 
cuts, but it does not provide much 
comfort for in vestor s in Cable & Wire- 
less, Mercury’s parent 
Times have changed since the days 
when Me r c ury and BT carved up the 
UK telecommunications market 
between them, since the duopoly came 
to an end in 1991, competition has 
intensified across the board, but espe- 
cially so in the business customer seg- 
ment Mercury’s traditional policy of 
competing on price rather on the 
range and quality of service has left ft 
vulnerable to attack from powerful 
new entrants such as Woridcom and 
Energis, not to mention a revitalised 
BT. Over the past year, BT has suc- 
cessfully implemented price cuts 
designed to hurt Mercury, demonstrat- 
ing how weQ BT has adapted to the 
new environment 
The cost-cutting announced yester- 
day gives Mercury a dance to restore 
Its competitiveness. The reduced cost 
base will help Mercury’s profits 
momentum in the shat term. But the 
medium-term future remains uncer- 
tain arid for those investors who do 
not share the euphoria about the 
development of Hongkong Telecom, 
CAW’S highly profitable Hong Kong 
subsidiary, the uncertainty over Mer- 
cury's strategy provides further good 
reason for selling the stock. 

The shares are down by 19 per cent 
against the market over the past 12 
months, but the prospective yield is 
still a modest 3.3 per cent. This could 
rise sharply if investors sense that 
C&W’s growth stock rating is no lon- 
ger deserved. 


FT-SE Index: 3033.5 (+16.2) 
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Kidder Peabody 

PaineWebber's decision yesterday to 
jettison the Japanese operations of 
Kidder Peabody, its recently acquired 
subsidiary, was doubly significant. 
Not least, ft demonstrated PaineWeb- 
ber's determination to dispel doubts 
about the wisdom of its purchase. 
Since October, when the group bought 
its majority shareholding. PaineWeb- 
ber has moved fast to address Kidder’s 
problems. The bulk of the esoteric 
mortgage-backed bond portfolio has 
been dismantled. The termination of 
the Tokyo equity operations is only 


the latest in a series of far-r e ac hing , 
cost-cutting measures. 

Also w griifirant was Paine W ebber's 
conclusion that Kidder’s Tokyo 
operations were dispensable even 
though they were profitable. That 
underlines the problems facing all 
Tokyo-based brolting houses. The vola- 
tility and volumes on the equity mar- 
ket have been so bad that most domes- 
tic brokers are incapable of making 
money. Non-Japanese houses, less con- 
strained by ministry of finance regula- 
tions. are doing better. But the huge 
costs of doing business in Japan mean 
they are not particularly profitable; 
over the past 24 months two other 
non-Japanese groups preceded Pai- 
neWebber in selling their Tokyo Stock 
Exchange memberships because the 
benefits failed to .match the costs. 

PaineWebber may find the queue for 
its Tokyo membership is short, it may 
confer lower dealing costs, but trading 
volumes need to be high to compen- 
sate for the additional infrastructure 
and capital required. The last time a 
membership came up. the ministry of 
finance had to twist arms before a 
buyer materialised. Since then condi- 
tions have deteriorated farther. 


hi g h , but which now looks reasonable. 
The figures yesterday wore short on 
detail but the message was dear - the 
integration of Chef & Brewer is pro- 
ceeding better than planned. Annual 
(tost savings should amount to sn 
ample £14m by the end of the year. 

That said, without the first time 
contribution from Chef & Brewer, the 
group would haw struggled to pro- 
duce much growth In either earnings 
or operating profits. Even if problems 
in m ilti n g accounted for half the 
decline in beer profits, the underlying 
business was subject to a familiar 
squeeze in margins. The industry 
backdrop remains challenging. Compe- 
tition in the beer market is intense, 
volumes are falling as the drift to 
wines and spirits continues. The 
absence of a “feel-good” factor means 
that there is little likelihood of a swift 
pick-up in retail profits as the econ- 
omy recovers. The shares now enjoy a 
market rating and the out performance 
is unlikely to continue. 


Scottish & Newcastle 


Over the past two years, shares in 
Scottish & Newcastle have risen 22 per 
cent against the brewery sector. The 
reasons are dear it has made a series 
of well-timed and well-executed strate- 
gic moves. It pulled out of hotels at 
the right moment and diversified effec- 
tively into the continental European 
leisure industry. It also had the nerve 
to buy the Chef & Brewer pub chain at 
a price which competitors deemed 


Gold 

The macro-economic fundamentals 
for g o ld look dreadful. The costs of 
holding non-yielding assets such as 
bullion have risen as interest rates 
have started to move up. Alternative 
investments such as bonds appear 
increasingly attractive. Meanwhile, 
the potential rewards of bolding gold 
remain few and far between. Precious 
metals have traditionally been viewed 
as a hedge against inflation. That 
rationale may no longer be valid; the 
general breakdown of International 
exchange controls allows investors to 
switch out of depredating currencies; 
and the development of sophisticated 
derivative instruments moans there 
are more effective ways of offsetting 

inflationary dangers. 

Fundamentals apart, the current 
absence of any significant Inflation in 
Europe, Japan or the US provides little 
incentive to hold the predous metal. 
Nor does the supply-demand balance 
give cause for comfort With the gold 
price foiling to a 16 week low yester- 
day. Asian and Middle Eastern inves- 
tors - who generate 55 per cent of 
demand - have few reasons to buy 
bullion. Many have already been 
burned by tire depreciation of their 
dollar-backed assets against their local 
currencies. On the supply side, any 
decent price increase tempts mine 
owners to raise production or central 
hanks to release gold reserves. For the 
gold price, the worst of all possible 
worlds seems to have materialised. 
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0 q| A mood of muted 
SS optimism prevails 


k Japanese industry is cautiously celebrating a gentle 
? economic recovery, which has brought the first 
■■ profits upturn for five years, writes William Dawkins 


ow is tie time, o t year 


■« trial companies hold 
;11» their annual bonenJart parties, 
•'■■■: > at which executives gather to 
chat about business over beer 
• and a tray of sushi. ' 

' The tone of these august 
1 - ■.' gatherings is a little lighter 
this, year than last, when 
.: L V indostry was wallowing in the 
L -i- vr :[ trough of its deepest recession. 
} \ . shice the second world war. 

r Now Japanese industry is cao- 
■ ^ tiously celebrating a gentle 
- economic recovery, which has 
brought the first profits upturn 
for five years. 

Those in the fesfcest recover- 
. . tog sectors such as semicon- 
£ -y doctors are throwing parties 
with a flamboyance not seen 
;; . since the beady late 1980s. Bat 
.T'} overall, the mood of ttnatenen- 
T , kai season is one of only 
muted optimism. 

” . Until Cbe recession hit, in 

v . - : 1990, Japanese industry was 
imbued with “great arro- 
'. , v . gance," believes Mr Hide© Ishi- 
har a rhairman of Goldman 
. Sachs (Japan). Today, “that 
V -■••. arrogance has crumbled,” he 
told a recent seminar in Tokjro. 
Y'-c 11x6 chntq^ah of the 1980s is 
v: being replaced, by a period of 
-V “soul-searching... a loss of 
: - ; confidence” among Japanese 
manag ers, says Mr Isbihara. 

" The manats are starting to 
V- ^ get to grips with a number of 
' ; fundamental changes: Abroad, 
uncomfortable reminders of 
’ fallibility have cropped tq» over 
’ the past year, such as the way 
. . in which Germany’s BMW 

- -v seized Rover, the British car 

.. maker, from under the nose of 
Honda, its long-time partner, 
and the problems Sony and 
Mats ushita have experienced 

- - . with their investments in the 

' US film business. 

At home, companies face 


adjustment to the shift over 
the next decade or so from a 
fast-expanding, export-driven 
economy -on which all their 
strategies up tin now have 
been based - to a slow-grow- 
ing. consumer-driven economy. 

Services will take on increas- 
ing importance, thanks to the 
act that Japan has the world’s 
fastest-ageing population pro- 
file. An Increasing amount of 
basic manufacturing wOl be 
undertaken in cheaper loca- 
tions offshore because of the 
yen's strength and the growing 
competitiveness of Japan’s 
Asian neighbours. 

Many companies believe this 
aocaDed “hollowing out” is a 
mark of twinning competitive- 
ness Yet it is an inevitable, 
maybe even healthy trend. It 
reflects a new division of 
labour in Asia between high 
technology industries and 
hfldf. industrial manufactur- 
ing, argue seasoned observers 
such as Mr Yasuahi Mieno, out- 
going governor of the Bank of 


Already, Japanese companies 
are becoming accustomed to 
the wain consequence of all 
these changes; that they will 
not in the 1990s repeat the 
growth rates of the 1980s. The 
recovery which has just 
started is a sign of things to 
co me - weaker m»i shallower 
than previous upturns. At best, 
industry can expects per cent 
ammai rates of increase in 
gross domestic product this 
decade, well below the 5 per 
cent growth rates of the late 
1980s. agree economists in 
Toikya . 

Industry faces, in conse- 
quence, a harder task to 
Increase profitability than it 
did before the recession hit. 
The top 600 quoted companies 
managed a mere 436 pm* cent 


Tuesday December 6 1994 
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rise in current profits - before 
tax and extraordinary items 
- In the first six months of this 
year, estimates the Wako 
Research Institute of Econom- 
ics. For the fall year to next 
March, the; are expecting a 7 
per cent profits rise, which 
looks on the surface like a 
good tnmround from the 26.4 
per cent profits fteftHnw in the 
previous year, according to the 
Tokyo Stock Exchange. 

Yet even at that level, oper- 
ating profits mar gins are in 
poor shape; well below the 
average far the previous two 
decades and even below levels 
seen after the 1973 oil price 
shock. And the scope far man- 
ufacturers to improve margins 
by raising prices is limited by 
c ontinu ing surplus capacity in 
fundamental sectors such as 
steel, cars and consumer elec- 
tronics. 

Same, iUw» the big integrated 
electronics companies pre- 
cisian instrument makers, 
have nevertheless managed to 
mute startling increases in 
profits in the first half of this 
year, tbanka to their «wn in 
squeezing costs — an indication 
that they are responding to the 
structural rihangas ahead. 

O ne consequence of this 
painfully slow recovery 
is to continue to lay 
bare the weaknesses in Japan's 
industrial stru ct u re exposed by 
the recession. This might 
prove to be a blessing, if it 
ensures that industry remains 
under pressure to restructure. 

Japanese industry has, for 
good reasons to do with avoid- 
ing high unemployment, been 
slow to address its problems. 
With a few exceptions, Japan's 
top companies have so far 
marwigpd to struggle through 
the recession without reducing 
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their three main excesses, 
capacity, stocks and workers, 
on anything like the scale of 
their US or European competi- 
tors. Investment in new plant 
and equipment is set to fall by 
nearly 6 per cent this year, 
estimates Nomura Research 
Institute; making a record tour 
years of decline Yet even after 
fhig average i?pi rit j utilisa- 
tion is barely abovethelevels 20 
years ago in the immediate 
aftermath of the Qpec oQ price 
rises. 

The rate of growth in wage 
costs has meanwhile been 
trimmed. This is partly due to 
reductions in overtime and 
b onuses, which account far a 
third of average remuneration, 
so giving Japanese industry 
more scope than most of its 
co mp etit o rs to cut labour costs 
without firing people. Unit 
labour costs are forecast to 
rise, as a result, by just 2.1 per 
rant tMs year. 

Jobs have b^an cut as well, 
mainly through early retire- 


As a percentags of total production 
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Finance and industry: 
Different sides of the 
same story: Page VIII 


11 THIS SURVEY 

□ Electronics: Strong 

exports martlets have been 
crucial in reversing the tide of 
faBtog profits PagoB 

□ Multimedia: A master 

plan for Japoi’s information 
age reflects concern with US 
advances — Page II 

□ Sub-contra tors are feel- 

ing the squeeze as big manu- 
facturers demand sharp price 
cute Pagan 
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ment and cuts or freezes on 
graduate recruitment Gradu- 
ates who fall to get jobs do not 
show up in unemployment fig- 
ures, but reductions in older 
members of the workforce 
have been enough to nudge 
Japan’s jobless rate from 25 
per cent to 3 per cent over the 
past year. That is «tin a inng 
way below US and European 
levels, a mark of the success 
with which Japan’s chronically 
overmanned service industries 
mop up surplus jobs. 

It is also a sign of how 
japan 's much-envied tradition 
of lifetime employment, a lux- 
ury confined to the top 300 or 
400 companies, has survived 
the recession. A growing num- 
ber of companies would like to 
scrap the system. 

Some, such as Sony and 
Toyota, have started to experi- 
ment by setting up new 
streams of staff cm short-term 
contracts. But most companies 
accept that the present genera- 
tion of Kf e-timers will have to 


retire before the system itself 
can retire -and by then, age- 
ing Japan is likely to be facing 
a labour shortage. 

The sharpest cost reductions 
have come from the shift of 
capacity overseas. Offshore 
production has roughly dou- 
bled to 6.4 per cent of Japanese 
industry's total output over the 
past decade, but is still tiny by 
comparison, with the 275 per 
cent of production which US 
companies now have overseas. 
There will be more to come. 

Another traditional feature 
of Japanese industry to be put 
up far reassessment is the net- 
work of ties, through cross- 
shareholdings and exchanges 
of managers, between manu- 
facturers, bankers, suppliers 
and customers. 

The pressure to reduce costs 
has forced industrial compa- 
nies to terminate old aUianrww 
that have outlived their useful- 
ness. This is especially true in 
the keiretsu diversified corpo- 
rate families such as Mitsubi- 


shi. Mitsui, or Sumitomo, 
which dominate heavy manu- 
facturing trading and hanking . 
It is also taking place among 
groups such as Matsushita or 
Toyota, which exist outside the 
traditional keintsu groups but 
nevertheless have similar links 
with subcontractors and dis- 
tributors. 

Italy; of mutual cross-share- 
holdings rose sharply last year, 
to a record Y2,14Bb&, and con- 
tinue to rise this year. Capitol 
locked up in equity stokes in 
partners which have become 
less useful over the years is 
being freed for better use, and 
loyal but over-expensive con- 
tractors are being asked to 
take their business elsewhere. 

Gradually, Japan’s industrial 
structure is readjusting itself 
to cope with a rise in interna- 
tional competition, and to 
make the best of a maturing 
economy. Arrogance may have 
crumbled, yet Japanese indus- 
try's ability to adapt should 
not be underestimated. 
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A fter three years of battl- 
ing against the debilitat- 
ing effects of a sharply 

rising yen and anaemic eco- 
nomic activity at home. 
Japan's electronics companies 
are finally beginning to see a 
turn in their fortunes. 

In their latest results, many 
Japanese electronics compa- 
nies, from consumer electron- 
ics makers to computer and 
semiconductor manufacturers, 
have been able to report a lift 
in first-term profits this year 
and have indicated expecta- 
tions of a better year-end than 
they have seen far the past few 

years. 

Toshiba, the integrated elec- 
tronics company, for example, 
saw operating Income quadru- 
ple in the first half while 
Sharp, the consumer electron- 
ics company, managed to dou- 
ble its operating profits in the 
six months to September, 1994. 

There is no doubt that strong 
export markets, particularly in 
the US and other parts of Asia, 
have been crucial in helping 

electronics companies to 
reverse the tide of falling prof- 
its. 

The results season did pro- 
vide evidence, too, that many 
Japanese electronics compa- 
nies still command a leading 
edge in key technologies which 
has enabled them to take 
advantage of buoyant demand 


Michiyo Nakamoto looks at developments in the electronics industry 

Strong export markets have been crucial 


overseas and thereby improve 
their profits and future out- 
look. 

The Japanese dominance of 
the memory chip market, for 
example, contributed signifi- 
cantly to the better results 
electronics companies have 
reported so far this year. 

The growing sophistication 
of electronics equipment, from 
more powerful PCs and games 
marh fries to increasingly intel- 
ligent camcorders and commu- 
nications tools, has boosted 
demand for memories and pro- 
vided a bonanza for the leading 
Japanese manufacturers of 
dynamic random a c c e s s mem- 
ory chips. 

Likewise, the Japanese lead 
In liquid crystal display panels 
- in wide demand for light- 
weight, portable electronic 
tools -has contributed signifi- 
cantly to the recovery or many 
companies. 

Toshiba, for example, says 
that first-half sales were up 16 
per cent in its information and 
devices division, which makes 
up 60 per cent of overall sales, 
while total exports were up IS 


per cent, largely on the 
strength of semiconductor and 
LCD demand. 

Meanwhile. Japanese compa- 
nies have been Implementing 
crucial restructuring efforts, 
hiriiidhig the shifting of manu- 
facturing overseas and 
increased procurement of com- 
ponents from abroad, to lower 
their cost base. 

Companies have been mov- 
ing labour-intensive manufac- 
turing to countries with lower 
labour costs, most notably 
China, and buying a larger 
number of components made 
in south-east Asia where prices 
are often 20 to 30 per cent 
below those at home. 

With the yen showing no 
signs of returning much of its 
recent 24 per cent gain against 
the US dollar, and as the 
domestic market promises no 
more than a mild recovery, 
such cost-cutting has been a 
vital element of Japanese com- 
panies’ programmes to regain 
international competitiveness. 

The result has generally 
been a significant Improve- 
ment in operating profits even 
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while sales have hardly ftmwi 
or have even fallen. Matsush- 
ita, the world's largest con- 
sumer electronics group, 
reduced costs by YBfflra in the 
first half, and improved pre-tax 
profits by 26 per cent although 
sales were only moderately 
higher. 

Restructuring efforts have 
been essential not only In rais- 
ing profits at Japanese elec- 
tronics companies but also In 
maintaining their position 
against growing competition 
both In overseas markets and 
in their home market 

The appreciation of the yea 
has meant tha t Japanese elec- 
tronics makers are at a disad- 
vantage against foreign com- 
petitors, not only in world 
markets, but in the domestic 
market as weiL 

Consumer electronics mak- 
ers, for example, have faced 
stiff competition at home from 
cheaper Asian imports. NEC, 
Japan’s leading PC-maker has 


been forced to follow the lead 
of foreign computer makers in 
Japan by reducing prices sub- 
stantially. 

So far, the strengths Japa- 
nese companies had built up in 
many sectors of the electronics 
industry, coupled with 
restructuring: e ff o r t s over the 
past few years, have enabled 
most companies to stand up to 
the growing pressures they 
face. 

S ome of them are even 
likely to emerge from 
the domestic recession 
and the high yen environment 
better equipped to compete on 
the international stage. 

However, the improvement 
in their business results 
the reality Japanese electron- 
ics companies face of increas- 
ing international competition 
in markets they have long 
dominated such as consumer 
electronics and memory chips, 
or where they have been able 


to enjoy a protected home mar- 
ket, such as in the domestic PC 

Tnarlcrt- 

In semiconductors, for exam- 
ple, while the recent boom in 
memory chip demand has been 
a strong factor behind the prof- 
its rise at Japanese electronics 
companies, they are expected 
to face increasing competition 
from Korean manufacturers 
which have raised their com- 
petitiveness vis-a-vls Japanese 

manufacturers in recent years. 

Mr Yutaka Sugiyama, indus- 
try analyst at UBS Securities, 
notes that “a sharp increase in 
Korean production is threaten- 
ing the Japanese semiconduc- 
tor industry." Mr Sugiyama 
believes that as a result Japa- 
nese makers could see profit- 
ability decline as early as next 
year. 

Even in the PC market, 
while foreign competition has 
yet to break the domestic mak- 
ers' grip on Japanese PC users 
in a significant way, cracks are 


banning to appear, with one 
. Japanese PC maker after 
another launching machines 
that are IBM-compatible, 
rather than based on their own 
proprietary systems. 

In wireless communications, 
which Is one of the most prom- 
ising growth markets, world- 
leading foreign companies 
such as Motorola and Nokia, 
are providing strong competi- 
tion in the domestic market to 
Japanese equipment makers, 
which hardly have significant 
operations outside the home 
market 

The likelihood Is that bar- 
ring an unexpected plunge in 
the yen's value, and as Japan 
gradually opens its doors to 
more foreign products. Japa- 
nese electronics companies will 
continue to face strong foreign 
competition in many of their 
traditionally important mar- 
kets. 

Their best hope then lies in 
their ability to continue ldentl- 


(ring and developing tochnolo- ** 
ties which will form the basis 
for new markets in the years 
ahead. So far. the signs are 
that many Japanese companies 
are well on the way to doing 

gO 

Sharp’s heller in the continu- 
ing importance of information 
communication tools has ted it 
to invest in the world’s largest 
LCD plant and to focus R&D 
efforts on opto-electronics, 
which enables the processing 
of information in huge vol- 
umes. 

Other Japanese companies 
such as Sony, see the informa- 
tion age spurring demand far 
advanced recording media. 
They have led in the develop- 
ment of discs which can record 
substantially larger amounts of 
information than currently 
possible. 

Their efforts are promising 
signs that as new markets 
based on new technologies 
unfold. Japanese electronics 
companies will continue to 
play a significant role In their 
development. 

As they do so. It is probably 
inevitable that many oT the key 
product sectors they once dom- 
inated will be passed on to oth- 
ers. 


E ver since US vice-presi- 
dent A1 Gore began his 
highly public campaign 
for a national information 
superhighway, the Japanese 
authorities, private business 
and media have been obsessed 
by the Idea that the country 
may be left behind in the race 
to connect the population with 
an advanced communications 
network. 

The Ministry of Posts and 
Telecommunications (MPT) 
has come out with a master 
plan for Japan's information 
age that reflects the authori- 
ties’ concern with catching up 
with the US in laying the 
groundwork for multimedia 
sendees. 

hi its plan, the MPT calls for 
the bunding of Japan's infor- 
mation superhighway infra- 
structure by the year 2010, five 
years earlier than planned by 
NTT, the former public utility 
which is probably the only 
telecommunications company 
today with the ability to build 
a nationwide network. 

Meanwhile, the Minis try of 
International Trade and Indus- 
try, which has competed with 
the MPT for the leadership role 
in nurturing Japan's multime- 
dia industry, has also pub- 
lished a report calling for 
Increased government efforts 
to pave the way for an 
advanced information society. 

In its report, Mlti notes that 
Japan has been a laggard in 
the development and use of 
information networks. The 
spread of local area networks 
and multi-channel broadcast- 
ing, two important steps along 
the information highway, is 
much further advanced in the 
US than in Japan, Mlti. points 
out Yet beneath the ostensible 
panic, views are divided over 
whether Japan really needs to 
catch up with the US in laying 
the groundwork for advanced 
communications services. 

There is general acknowl- 
edgement that when it comes 
to the spread of many of the 
key elements in the informa- 
tion superhighway, the US has 
a considerable lead over Japan. 

For example, computer net- 
works which will link busi- 
nesses, academic institutions, 
public facilities such as hospi- 
tals and libraries, and homes 
to each other to provide ser- 
vices ranging from health care 
and banking to home shopping 
and interactive video games, 
are already in much wider use 
in the US than in Japan. 

According to EDC, a high 
technology consultancy, pene- 
tration of PCs In the US Is 42 
per cent against just 10 per 
cent in Japan and 56 per cent 
of PC users in the US are con- 
nected by local area networks 
compared, with just 13 per cent 
in Japan. 

Cable TV, which is expected 


MULTIMEDIA 


to be another key channel for 
multimedia services, is also far 
more widely used in the US 
than in Japan. Jardine Flem- 
ing, the securities company, 
estimates In a recent study 
that cable TV reaches 70 per 
cent of US homes compared 
with just 2S per cent in Japan. 

The US is also the recognised 
leader in developing services 
which ta lm advantage of the 
enhanced powers of communi- 


cation provided by sophisti- 
cated networks. Video-on-de- 
mand and home shopping 
services are about to be com- 
mercialised and several compa- 



Talk fluently 

to 95% of 

executives in 
major Japanese | 
companies- 


JUST SAY 

'NIKKEI' 


To advertise hi the world's most 
powerful business daily, phone 

+4471379 4994. NUQQEI 


Laying the groundwork 


nies are experimenting with a 
variety of interactive services. 

“Japan lags far b ehind the 
US when It comes to the utilis- 
ation of networks," admits Mr 
Masashi Kojima, president of 
NTT. At the same time, how- 
ever, some Japanese business 
executives have taken comfort 
from the that this appar- 
ent delay in Japan's move 
towards the multimedia age 
may not really be a serious 
cause for concern. 

"I don't agree that the US is 
ahead of Japan," asserts Mr 
Nobuyuki Idel, managing 
director of Sony. “They may 
end up being the last of the 
pack because they have very 
old cables and there is the pos- 
sibility that this will be an 
obstacle to advanced multime- 
dia,” he points out 

Many Japanese industrialists 
point to the failed multimedia 
alliances in the US and the 
delays in multimedia experi- 
ments as evidence that the 
promise of vastly enhanced 
communications and media 


services has run far ahead of 
the reality. “Not very many 
people in the US are talking as 
loudly any more about multi- 
media as they use to a while 
ago,” says one Japanese elec- 
tronics executive. 

Furthermore, Japanese com- 
panies are leaders in many of 
the technologies that will be 
central to the development of 
information superhighways. 

F or example, companies 
such as Sony and Toshiba 
are leading manufactur- 
ers of CD-ROMS, which are 
likely to become a key record- 
ing device for information cap- 
tured through computer net- 
works. 

JVC is a leader In digital 
compression technology while 
Pioneer has expertise in Inter- 
active cable systems. 

With their existing strengths 
and the lead they maintain in 
many key technologies, the 
optimists believe Japanese 
companies have plenty of time 
before the infrastructure is 


ready and the regulatory envi- 
ronment Is sorted out to make 
up lost ground In preparing for 
the advanced information age. 

“Worrying about multimedia 
is like worrying about which 
university to send your son to 
when he is just bom," Sony's 
Mr Idei asserts. 

“The first five years will be 
just a small part of the big 
(m ultimedia ) picture,” adds Mr 
Yoichi Morlshita, president of 
Matsushita. 

Meanwhile, Japanese compa- 
nies will be able to focus their 
energies on developing those 
technologies which they 
believe have the greatest mar- 
ket potential in the informa- 
tion age. 

To complement areas where 
they have recognised weak- 
nesses, particularly software, 
they can form links with the 
many innovative software com- 
panies that exist in the US. 

That is precisely what com- 
panies from Matsushita, the 
consumer electronics giant, to 
Toshiba and NTT, have done. 
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Matsushita, Sony. Toshiba 
and NTT are among a growing 
list of Japanese Investors In 
General Magic, a US start up 
company which is developing 
an operating system and com- 
munication software for per- 
sonal digital assistants. 

NTT has linked up with 
Microsoft, the US software 
giant, and Silicon Graphics as 
welL The availability of inter- 
esting contents is one of the 
keys to success in multimedia, 
notes NTT’s air Kojima. “We 
hope to build bold alliances 
with the US in the field of net- 
work utilisation and contents." 
he says. 

The alliances reflect a recog- 
nition that the building of a 
wide-ranging Information 
infrastructure that is capable 
of changing the whole struc- 
ture of society is n massivo 
undertaking Involving many 
industries, advanced technolo- 
gies that are still to be devel- 
oped, and huge sums of money. 

As such, the inarch to multi- 
media Is likely to be less a con- 
test in which either the US or 
Japan will emerge victorious 
than a three-legged race In 
which each side needs the 
other to reach their common 
goal & 

Michiyo Nakamoto 
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or the first time In its history, Keid- 
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Keidanren was widely- seen at the time as 
asignal of recognition that Japan’s vehicle 
industry was at last .worthy of represent- 
ing the Japanese business establishment 
i,. ironically, that recognition has come 
“" l; ■» ‘ just as. the Japanesevehicte industry has 
'faced one of the most trying periods inits 
*. :: H history. 

' v it is not Just that a'fouryear economic 
! 7r: - slump has brought about a 17 per cart fan 
• ’:3in new vehicle sates In Japan from 7 An 

units in 1990 to 6-Sm units last year. More 
" * •!; :>ftadamentally, the Japanese market is not 
' expected to provide its vehicle makers 
' the kind of growth they had become 

‘ used to since the late 1980s. 
c . While dgrm^nd has recovered in the past 
• .... ‘ several months and Is Hkeiy to continue to 
-i /.improve, the domestic market, which grew 
; ' 5 per cent in 1387 and by an average 9 per 

.. cent in the following three years, is only 
expected to show growth, of 1 to 2 per cent 
' for the foreseeable future, notes Mr 
. Yutaka Kume, chairman of Nissan. 

Japan’s felling population growth, made- 
(V v quate infrastructure and the growing cost- 
^ consciousness of consumers make it 
*■: iTnifkeiy that the home naaiket.will expand 
significantly in future, he says. 

Overseas, the yen's sharp rise against 
i.. leading currencies, and the improved cwn- 
petitiveness of US vehicle makers, has 


Yen’s rise curbs consumer appetites 


r.. 


curbed consumer appetite for Japanese 
care in both the VS and EtzropeL 

to the US, Japanese vehicle manufactur- 
ers have seen their share of the market 
slump as Japanese care have become more 
expensive due to the appreciation of the 
yen and as US consumers have embraced 
the improved quality of cars made by 
domestic manufacturers. 

At the same time, the yen’s appreciation 
has slashed the value of their profits matte 
overseas. Honda, which reported a rise to 
first-half pre-tax profits tor the first time 
in four years, said that the yen's rise had 
shaved Y39bn off operating profits. 

The high value of the yen has also 
helped the manufacturers’ foreign compet- 
itors make inroads in the domestic market 
by cutting their prices to bring them 
within reach of a wider customer base. 
The share of imported cars in Japan's 
vehicle market has grown each month for 
the past year and rose to mare than 10 per 
cent for the first tima in August, although 
the figures Include Japanese reverse 
imports. 

Japanese vehicle manufacturers have 
responded to these multiple pressures by 
cutting costs across the board. Companies 
have increased the commonality of parts 
between different models and, in many 
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cases, reduced the range of models they 
turn out Mazda and Nissan, tor example, 
two of the worst performers in recent 
years which both reported losses in the 
first half of 1934, are supplying each other 
with pick-ups and vans. 

Personnel costs are being cut by trim- 
ming or even freezing recruitment while 
sub-contractors are being squeezed on 
parts prices. 

Such belt-tightening has started to show 


in the vehicle makers' financial perfor- 
mances. Honda more than doubled pre-tax 
profits in the first half, helped in part by 
savings of Y36Am through cost-cutting. 
But these measures are insufficient to 
counter fully the falling profitability of 
their overseas operations and the loss in 
th e iT j ptpmatinmal mat ^nynpptiHTOnaflfi. 

Japan has become one of the most 
expensive manufacturing bases in the 
world. 


Meanwhile, with the domestic market 
unlikely to provide substantial growth in 
the years ahead, Japanese vehicle makers 
are becoming more dependent on overseas 
markets tor growth. The majority of Japa- 
nese vehicle manufacturers sell mare cars 
overseas than they do at home. The ratio 
of overseas sales is as high as 70 per cent 
for Honda and 66 per cent for Mazda . 

Calls by foreign governments to increase 
local production and local procurement of 
vehicle parts, is also putting pressure on 
Japanese vehicle makers to reduce their 
dependence on exports from Japan. 

Against this background, Japanese com- 
panies believe they have tittle choice but 
to accelerate the shift of production out 
side of Japan both to counter the effects of 
the high yen and to be closer to overseas 
markets which are becoming increasingly 
important tor their survival 
Toyota, far example, plans to raise pro- 
duction in North America by 50 per cent 
by 1996. It announced recently that It will 
stop exporting its mainline Corolla sedans 
to North America and rely on its Canadian 
plant to manufacture the cars ins tead - 
Moving production outside of Japan is a 
difficult step for any Japanese company: it 
exposes them to public criticism that they 
are taking jobs away from domestic work- 


ers and contributing to the hollowing out 
of the nation's industrial base. For the 
vehicle manufacturers, the decision to 
shift production overseas is made even 
more difficult at this time, because most of 
them made substantial capital Invest- 
ments in the late 1980s. 

The increased shift of production over- 
seas will mean a further drop in domestic 
production which has already fallen 18 per 
cent to 112m units since peaking at 13 An 
units in 1990. Domestic production is now 
almost down to the same level as it was 10 
years ago, Mr Kume points out 

This year, helped by an income tax cut 
and a moderate recovery in the Japanese 
economy, vehicle sales have started to 
pick up. The tiketibood Is that demand will 
continue to Ann next year as well But the 
recovery at home is not expected to ftmda- 
mentally change the need for restructur- 
ing in the domestic industry. 

“The problem that the Japanese auto 
industry has is pnmfng to terms with the 
fact that they won’t be needing so much 
capacity here," says Mr Andrew Blair- 
Smith, industry analyst at Barclays de 
Zoete Wedd Securities. 

Executives of Japan's leading vehicle 
companies recognise the problem but are 
hoping that they will be able to deal with 
overcapacity without massive lay-offs by 
spreading the pain over several years. 

Meanwhile, the march Into markets 
overseas will continue as Japanese compa- 
nies seek opportunities for growth which 
they no longer expect to find at home. 

Michiyo Na lea mo to 
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G ost reductions by 
Japan’s largest manu- 
facturing companies 
during the rigours of recession 
have come partly at the 
expense of their armies of sob- 
contractors. 

Industrial • heavyweights 
such as Toyota and Matsushita 
have been demanding sharp 
price cuts and encouraging 
suppliers to seek new custom- 
ers as they scale hack then- 
own production and strive to 
reduce hreak-eveii points. 
They have kept up the pres- 
sure, even into the nrild recov- 
ery- 

Nearty two-thirds of Japan’s 
biggest industrial customers 
have. Increased In-house pro- 
duction of components in an 
attempt to reduce costs over 
tire past year, wb3e a third 
have reduced their number of 
soppfiess, according to the lat- 
est white paper on small busi- 
nesses from the Ministry of 
International Trade and Indus- 
try- 

Some sub-contractors have 
been left high and dry by the 
shift of industrial production 
overseas, to 6.6 per cent of 
manufacturing output last 
year, more than double the 
level in the mid-1980s, accord- 


ing to the Japan Research 

* ■ ‘‘.I--, | „ 

insulate. 

In many cases, the pressure 
on mmii suppliers' sales mui 
margins has been intolerable. 
For the first time in post-war 
years, the number of business 
collapses exceeded start-ups 
just after the onset of the eco- 
nomic downturn in 1991. 
Bankru ptcies, of which small 
nimiulajctiimig sub-contractors 
farmed the majority, contin- 
ued to rise until last July, 
when Japan’s slow economic 
recovery began to ease the 
pressure. 

The survivors have pre- 
vailed by screwing down then- 
own costs, as shown by the 
contrasting experience of 
three sub-contractors around 
Osaka, the heartland of 
Japan’s electronics industry. 
They hold very different ranks 
in Japan’s feudal-style indus- 
trial structure, but they share 
one thing; the realisation that 
near-total dependence an a sin- 
gle huge dtent is not the guar- 
antee of survival it used to be 
for most of Japan’s post-19506 
economic expansion. 

The largest and most suc- 
cessfnl of them, Showa Plas- 
tics, a 2200-employee pro- 
ducer of plastic casings, with a 


The squeeze is on manufacturing sub-contractors, says William Dawkins 

Sharp price cuts demanded 


head office in central Osaka, 
has been entrepreneurial 
enough to follow its customers 
to cheaper locations overseas. 
It has closed more than half 
its domestic production over 
the past five years and relo- 
cated next to its Japanese buy- 
ers’ new overseas plants in 
Asia, the US and Europe. 

Showa is a member of the 
family of more than 6,000 local 
companies serving Osaka- 
based Matsushita, Japan’s 
largest consumer electronics 
group. The electronics giant 
has shifted about 60 per cent 
of what used to be its local 
component purchasing off- 
shore, mainly into neighbour- 
ing Asian countries, since the 
early 1980s. 

AH of Showa' s main custom- 
ers have followed the same 
pattern. “Toshiba, Hitachi and 
Sony are more willing to buy 
from me in Sin g a p ore than in 
Tokyo. They won't even see 
me in Tokyo,” says Shown 
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Plastics’ president, Mr Kenzo 
Nakagawa. 

In the past five years, Showa 
has closed four of its eight 
Japanese plants and reduced 
its domestic workforce from 
550 to 150. This Is unusually 
aggressive restructuring by 
the standards of Shown’ s Japa- 
nese competitors, who pride 


themselves on not cutting 
jobs. 

Sbona’s rapid foreign expan- 
sion has helped it to broaden 
its client base, so that the top 
three customers now account 
for 40 per cent erf sales, from 
75 per cent In the mid-1980s. 
But the most important bene- 
fit of moving production out of 


Japan is to protect Showa 
from the yen’s inexorable rise. 

Showa’s prices have fallen 
by 30 per cent over the past 
four years. Bat unit costs have 
also fallen, helped by the 
decline in foreign currencies 
against the yen, far enough for 
Showa to increase its profits 
throughout the d o w ntur n. 

Talriz&wa Precision Gear, a 
14-staff producer of machine 
tool gears, has taken a more 
traditional approach to the 
squeeze imposed by its clients 
by staying pot and stepping tip 
the search for internal self-im- 
provement. “Customers are 
less loyal than In old times,” 
mourns Mr Kiyoshi Takizawa, 
president of the Takizawa Pre- 
cision Gear. 

Mr Takizawa devotes 40 per 
cent of animal sales to his top 
three customers. That is a big 
enough exposure to make it 
impossible to resist their 
demands for price cuts of 
between 5 per cent and 15 per 


cent every year for the past 
four years, be says. 

Sales have shrank from 
TSOOm to Y200m over the 
same period, perilously dose 
to Takizawa’s Y180m 
break-even point Instead of 
sacking his tiny workforce, Mr 
Takizawa has increased spend- 
ing on training, borrowed 
Y50m to re-equip with Swiss 
machine tools and carried out 
an engineering cost analysis. 

He justifies sticking to the 
old investor-die approach on 
the grounds that Takizawa has 
few foreign competitors, allow- 
ing him to market more on 
quality than on price. But Mr 
Takizawa admits that “there is 
nothing we can do” if the Jap- 
anese market continues to 

shrink. 

N earby, Heisei Metal 
Industries, a 140-staff 
maker of metal dies for 
the car industry, has joined 
forces with other sub-contrac- 
tors, to seek economies of 
scale. Meisei’s top three cus- 
tomers account for 85 per cent 
of sales and the group has had 
to accept price cuts as high as 
30 per cent this year, as a 
result of which it has fallen 
Into loss for the first time 


since the economic downturn 


It formed a joint company 
two years ago with three other 
sub-contractors to service a 
Joint customer, a car group. 
The snb-contracting group, 
called Must, after the initial 
letters of its company mem- 
bers, saves costs by pooling 
ridrf pi, marketing and finance. 
This also saves costs for the 
customer, by reducing the 
number of suppliers it has to 
handle. Several of Meisei’s 
competitors have adopted the 
game strategy and Metsei itself 
may launch Must-type groups 
for other important customers. 

Mergers between car indus- 
try sub-contractors will inevi- 
tably increase, believes Mr 
Yozo Ueda, Meisei’s vice-presi- 
dent. He estimates that up to 
30 per cent of his competitors 
will go out of business “sooner 
or later.” 

If he is right, Japan’s manu- 
facturing sub-contractors will 
come into the economic upturn 
late, as their big customers 
continue to squeeze prices, to 
ensure their own recovery. It 
supports the widespread 
assumption that the general 
economic recovery will be 
painltaHy slow. 
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A lmost unique among Japan's 
industries, aerospace has never 
been an international contender. 
In a land of Industrial leviathans, aero* 
space has been a pygmy - the entire 
industry is just 8 per cent of the size of 
the US aerospace industry and a third 
that of the UK, 

Now, as the world's aircraft market 
creaks under the strains of over-capac- 
ity, Japanese government and industry 
are making one more attempt to get 
into the race with their European and 
American rivals. 

In the summer, the Ministry of Inter- 
national Trade and Industry confirmed 
that it had approved plans for the devel- 
opment of a new gmall civilian airliner. 
The project, code-named YSX, will start 
in 1996 and is planned to be in service 

by 2000. 

Japan’s aerospace industry has long 
been dependent on the nation’s rela- 
tively small defence forces for its staple 
business. Last year, more than three- 
quarters of the aircraft manufacturers' 
Y850bn sales were defence-related. 

The small civilian sector consists 
principally of component manufacture 
for US Boeing aircraft But the end of 
the cold war threatens to cut military 
demand and the industry is pinning its 
hopes on the new civilian airliner proj- 
ect If it succeeds it could open the way 
for the development of an independent 
Japanese aerospace industry, hut the 
odds are stacked against it. 

Japan is anxious to avoid repeating 
its previous experiences with civilian 
aircraft In 1962, the Japan Aircraft 
Development Corporation, a consortium 
of the leading aircraft manufacturers, 
launched the YS-11, a 60-seat twin-en- 
gined turboprop. After selling just 182 
aircraft, the project collapsed in 1972 in 
the face of a mountain of debts and 
recriminations. 

A similar fate befell a short-take-off- 
nnH-ianriing craft called Asuka. 

Both foiled because customers were 
wary of risking buying expensive air- 
craft from Japanese manufacturers 
with no track record. 

The failures persuaded the govern- 
ment of the futility of budding an inde- 
pendent Japanese aircraft industry, and 
from then on it concentrated on devel- 
oping international links. That philoso- 
phy bore fruit as Japanese manufactur- 
ers developed a role as a component 
base for Boeing aircraft Contracts to 
build IS per cent of the Boeing 767, and 
21 per cent of the new 777 that comes 
into service next year have helped build 
the nucleus of an Industry, albeit one 
confirmed to medium-level technology 
such as the construction of wingrips. 

That dependence on international 
alliances is also b ehind the YSX. Ini- 
tially. the government had planned to 
develop a small 70-seat aircraft, includ- 
ing possible involvement with Euro- 
pean companies. But the YSX project 
which succeeded it now seems certain 
to be built, again with US co-operation 
from Boeing. 

The collaboration will extend from 
manufacturing to marfcpHng While the 
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The aerospace industry faces formidable odds, writes Gerard Baker 

Too weak to stand alone 


Japanese government will be responsi- 
ble for marketing the aircraft domesti- 
cally. Boeing will sell it overseas. 

The YSX. which will go into develop- 
ment in 1996 will have 90-100 seats 
- making it slightly smaller than the 
Boeing 737 -and Is expected to meet 
tite growing demand fra: regional air- 
craft, particularly in Asia. 

Miti expects world demand of 
between 1,500 and 3,000 units in the 
first two decades of the 21st century. 

U nusually in a country where 
government subsidy for the 
aerospace industry has been 
minimal, at least half of the research 
and development budget of Y2bn will be 
met by the government 
Although the industry sees the proj- 
ect as a harbinger of a real aerospace 
industry in Japan, critics are sceptical 
“It will remain the same as past Japa- 
nese aerospace projects,” says one ana- 
lyst “It will be essentially a subcon- 
tracting job." 

The principal aim of the YSX is to 
wean Japan’s manufacturers off their 
dependence on the defence business. 
Despite the country’s growing accep- 
tance of an international role, the pros- 
pects for the domestic defence industry 
are no better than anywhere else in the 
world. In fact most observers think they 


are probably worse. 

Japan has relied heavily on US tech- 
nology for its airforce. Forbidden from 
building aircraft for seven years after 
the second world war, the Japanese 
manufacturers only started to put 
together an industry in 1952. Since 
than, it has the* techno logical 

know-how to catch up with US and 
European manufacturers. The vast 
majority of Japan’s warplanes are US- 

h niMi 

Aerospace as a whole is one of the 
few industries in which Japan runs a 
substantial trade deficit -of nearly 
Y500bn a year. 

The bulk of the small domestic indus- 
try is co mmi tted to producing US equip- 
ment under licence for the Defence 
Agency. Only a handful of a ir c ra ft have 
been built independently, such as the 
0-1 transport, the T-2 trainer and the 
F-l support fighter. 

But in 1988 the Defence Agency 
anwnuncpd plans to develop a new proj- 
ect, the F5X, with support from the US. 
based on the F-16 fighter. The new air- 
craft is scheduled to begin flights next 
summer, but orders are not expected to 
be high, and limited production is 
planned. 

It is unlikely even to be the successor 
for the F-15 aircraft, the principal strike 
jet of the Japanese Air Force, since the 


Defence Agency itself is thought hkely 
to stick with a more reliable US fighter. 
And gmm Japan is forbidden « insi»tn . 
tfonaDy from exporting military equip- 
ment, the prospects for the fighter do 
not look appealing. 

Japan will continue to look to space 
to develop the aerospace industry, but 
there, too, competitive pressures mas m 
the country's industry faces an uphill 
struggle- In February, the country's 
first home-produced rocket, the 5-2, 
was launched. The rocket, capable of 
carrying a two-tonne satellite, was two 
years behind smA is even far- 

ther behind its principal competitors, 
the European Arianespace, and General 
Dynamics of the US in cost and effi- 
cacy. At YISbn a launch, it is mare 
than 50 per cent more expens iv e than 
the other two fwmpames, and demand 
has so far been uninspiring. 

Japan's aerospace industry needs to 
look further afield than the small 
domestic defence market that has been 
at its core for so long. The YSX is the 
centrepiece of this new strategy. But 
the nature of fi» project - a junior part- 
nership in a US-led afliartne , suggests 
that the Japanese aerospace industry is 
still not strong enough to stand alone. 
In the increasingly competitive market 
fra* aircraft, that win leave the country 
at a chronic disadvantage. 
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SERVICE INDUSTRIES 



Inefficient structure 


Ybdters boarding a domestic 
fflght at Haneda Airport in 
Tokyo wifl, realise that high 
technology in Japan does not 
necessarily mean rationalisa- 
tion of operations. At a tide* 
et -cutting machine at the 
boarding gate, passengers 
hand their ticket to an airline 
employee who inserts it into 
machine, then the stub is 
handed back to the passenger 
by another employee. 

Such Inefficiencies in 
Japan's service sector have 
been tolerated for decades to 
the ngm» of "extra service”. 

| Banks, for example, have sev- 
eral employees standing at 
the door to greet customers, 
white “elevator girls” operate 
the elevators at leading 
department stores. 

The economic implications 
have also been large because 
the sector has served as a 
buffer for unemployment, 
providing extra jobs when the 
economic con ditio ns required 
it Large manufacturing com- 
panies have tended to set up 
subsidiaries is service sector 
industries where unwanted 
employees can be shifted to. 

However, the inefficient 
structure is now under fire 
because of deregulation and 
increased competition. 
Although heavy government 
regulation and the tolerance 
among consumers have 
helped maintain the low pro- 
ductivity of the domestic ser- 
vice sector, pressure from for- 
eign governments has 
lowered barriers for new 
entrants while a new aware- 
ness of value Is spreading 
among Javanese consumers. 

According to Bain, the con- 
sultancy group, the produc- 
tivity gap between service 
sector industries, including 
airlines, telecommunications, 
retail banking, general mer- 
chandise, restaurants In 
the US and Japan Is as large 
as 48 per cent This gap, it 
said, had been “subsidised" 
by Japanese cons u m ers , who 
were paying premium prices. 

The changes are most 
apparent in tire retail sector, 
where discounting has 
become a new trend. Japa- 
nese consumers, many of 
whom have travelled over- 
seas, have started to question 


expensive domestic retail 
prices- Urn downturn ta w 
economy has also prompted 
consumers to tighten their 
belts In search for value. 

Deregulation of the large- 
scale retailing law, which 
controlled new store openings 
In order to protect small 
retailers, has spurred the 
increase of large supermarket 
chains’ bulk purchasing 
power. The large-scale super- 
market c hains are bypassing 
the multilayered wholesale 
network, which has kept 
retail prices Ugh, and are 

procuring merchandise 
directly from the mannfaffw* 
ers or producers. 

A stronger anti-trust law, 
put in place following 
demands by the IS govern- 
ment, has overturned the 
manufacturers* grip on retail 
prices. Large manufacturers 
had controlled the retail 
prices and prevented dis- 
counting of its products by 
threatening to stop supplies. 
However, electronics compa- 
nies including Sony and Mat- 
sushita Electric Industrial, 
and leading breweries, have 
been warned by the Fair 
Trade Commission (FTC). 
Japan's anti-trust watchdog, 
to allow retailers to discount 
their products without fear of 
losing supply contracts. 

McKinsey. the business 
consu ltants, believes that for- 
eign retailers will now be 
able to bring in their innova- 
tive organisation, manage- 
ment and marketing skills 
which the traditional Japa- 
nese players lack. 

With the rise in the yen 
prompting manufacturing 
industries to move overseas, 
combined with a rapidly-age- 
ing papulation, and farther 
domestic demand for added 
value, business leaders and 
many government officials 
see the service sector as a key 
to tardier gr owth In the Japa- 
nese economy. 

For this, says the Ketdan- 
ren, the business lobby, 
deregulation of government 
restrictions is essential. 
Deregulation will help the 
creation of new businesses 
and improve productivity to 
the service sectors. Including 
sport, travel, telecommunica- 


tions. multimedia and ant 
roomeatal bustaMm. 

For example, the orgmdjw - 
tion estimates that deregu- 
lation of the Metdmanmka- 
tfons bustaeff will help the 
market, whose tin k pm 
entiy t.4 per cent of gross 
domestic product to grow to 
2.7 per cent -the equivalent 
of that In the US - by the 
year 2000 . This means the 
sector will grow by some 
YS.QOObn and an extra 
380,000 jobs wiB be created. 

However, each changes 
may not come unify for some 
sectors of the service ifldtw- 
try, some hrasetoa of the 
government and some politi- 
cians are keen to protect cer- 
tain interests and are the 
stumbling blocks to focreu- 
ing the competitiveness 
within sectors which hare 
traditionally been heavily 
regulated. 

The airline industry met 
heavy opposition from Mr 
Shiraka Kamel, transport 
minister, when It tried to 
lower costs by hiring air host- 
esses on a contract baste. 
Although Mr Kamel finally 
approved the move, he had 
strongly' opposed It on 
grounds of safety, claiming 
that the contract employees 
would not be aide to cooper- 
ate with other air hostesses 
fa an eme rg ency. 

Innovation has also been 
restricted within the retail 
banking sector due to heavy 
regulation by the Ministry of 
Finance and self censorship 
among the banks. A new 
deposit account introduced by 
Jonas SMnkin, a large credit 
association, which comes 
with a chance of winning a 
¥50,000 lottery, recently 
caused an uproar within the 
industry and an investigation 
by the regulators. 

So far, with backing from 
the FTC and popular support 
from the pnbite, Jonas has 
remained unscathed. How- 
ever, the frenzied reaction 
which Jomm provoked within 
the financial sector and the 
ministry of finance, may hare 
prompted other institutions 
trying to tatrodnre competi- 
tive product? to think twice. 
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New markets? Then talk to Japan’s 
financial expert. 
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Dai-lchi Kangyo Bank (DKB) is the dear choice when it comes to new markets. 

New opportunities. New ways of doing business. 

Our reputation for reliability and quick response has made us one of the world’s most 
comprehensive financial institutions. And the world's largest bank Offering everything from 
private banking to M&A and project financing. 

With a combination of insight and understanding we help you analyse a situation to see 
where the opportunities lie. Eliminating the fear of the unknown. Then, using our vast array of 
services, resources and business contacts throughout the region we can make things happen. 
The result, a bridge to new markets and services in Japan And the rest of Asia 
DKB. What we know can help you succeed. 
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Reckoning may 
be at hand 


«■*$ Cta an island in Tokyo Bay stands a 
>iiV, tni> living embodiment of the decline of 

lt*e*n Krn °»wf> *W»* industries. 

_®'^t'S;ul!v A. Built in the 1970 b, when demand for 
^ ^ Japanese steel was multiplying, the 

a ^:in f ... massive Ohglshima Steel Mill was 

a 


Tokyo Bay tunnefine; the ecratmcSon industry aymbofead a wto of problems 




fcwrf 


a year, almost n uftJwith of the 
minm yy country's total output JBttt a few years 

■Ur*’ 7 hi h J 1 & ago ®n* o£ Ms two blast furnaces was 
***** *’c h extin guished and the mill; built by 

^Kh nugh '-In^ NKK, one of the country's five largest 
•Wwu ,} !f!fi steel makers, is now running at less 
•ttbuuU 0 t than 50 per cent c ap ac ity . 
sr«Knc:% o j ; The mill is a concrete reminder of the 

tfcu the overcapacity that dogs Japanese heavy number of hours worked in steel pro- 

ix* k!T*f? & industry. Despite years of falling duction per worker per year fell below 

«!• _ ... ilamMd Crv» O nW) T. .V 1 IW1 £. A. . B L il 


a result of str engthening demand in 
Asia and the US* tat the strong yen has 
eaten away manufacturers’ profits. 
Domestic demand this year has 
remained weak. The c oming year may 
see same improvement as as Hamnwwi 
for higher -margin products such as 
cars, picks up, but the shift of much of 
the country’s manufa ct urin g capacity 
offshore means longer-term prospects 
are bleak. 

The nnaddressed problem is that the 
industry still needs wholesale restruct- 
uring. Total excess capacity is esti- 
mated at more than sum tonnes. The 


*\r mttti demand for their product, Japanese 

in an tnit-.lL' ** b companies have avoided taking the 
*i7i ax'iVia ?' Psbdhl d ecisions that would keep them 


**M*iri . 

J: T-*** co m pet iti ve In a region where new chal- 
s J? l <s iij, langes from the emerging Asian eoon o- 
Hculs>'rtT.Tl l? ** tv m ^ es grow more threatening every year, 
rwl' c J Sfc^ In the past few years the high yen 
^ » has forced them to look again at their 
haj^ chronic problems - over-capacity, high 
awts and inefficient production tech- 
* sfi^oes 

■ Japan’s heavy Industrial behemoths 

’ /‘■ u »finr m J have had longer to adjust to the strait- 
‘‘«lrrj £ ened conditions <« the xecesoon tiiat is 
••n cpr^'J? just ending, but that advantage has 
iMukir- « si* v . *5 hardly helped them. For the giant 
Vtiir: <vt ; af ^ " 
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industries of steel «nd ship b nflflnig , the 
difficulties began in the 1970s witii the 
first ml shock, and despite a recovery in 
the late 1970s and 1980s, crude steel 
production has never returned to its 
peak of just under 120m tonnes in 1973. 
. ,, The recession of the early 1990s has 

»h« ^ exacerbated the Weak global 

: • r.^v* demand gave way In the last year to a 
. ‘ V ^ slump at henna In 189&, crude 

ir^-f . ■' ;.y; ■ steel production was 99^m tonnes, the 
n»r — t - ril' second year in .succession that Japan 
■■ ‘ ' •■hi; has produced less thaw mom tannes. In 
- _ . „ the first six months of 1994 production 
■* L * £? remained flat • 

Exports have risen in the. past year as 


the 2,000 mark in 1998 far the first time 
ever, but there have hagn only limited 
redactions in uuxnbers. Employ- 
ment fell from 309,000 in 1989 to 289J500 
last year -barely TnatnWwg the fall in 
production. 

Mr Stephan Wolfe, industry analyst 
at DBS in Tokyo, says: “the steel indus- 
try is Capa bl e of p rilnrfng l ^fim tr urmog 
of crude steel a year, and yet by the 
year 2000 dom^tfe demand will be ibr 
no move than 90m tonnes of active pro- 
duction.” . . 

The prospects for exporting the 
eXC888 are atim. Altiboogh a«nnan^ for 
steal in Asia remains strong as the 
re gional economy continues to expand, 
Japan's ahffity to supply that demand is 
threatened by much cheaper sted else- 
where. Japanese prices are as - much as 
50 per cant higher than other countries' 
steel, especially Korea, and there seems 
to be little prospect of a narrowing of 
that differential. 

Japanese shipbuilding, fflea the sted 
industry, reached its peak in the early 
1970s and has struggled to adapt siwea 
Following the slump in new h nfldmg 
damn™! after the first oil ahnrfr, Japa- 
nese shipyards suffered their worstever 
d primp But, unlike their sted counter- 
parts, ahlph ufldw c wimh SQXD0 progress 


in restructuring. Excess ca p ac i ty was 
cut and the industry w as able to 
weather the worst of the weak donmnd 
for ships in the 1980s, which saw ship 
prices fall sharply. 

But just as the prospects for demand 

have begun to revive, and despite its 
efforts, it is an unhappy irony feat fee 
industry feces probably a greater imme- 
diate threat to its s urviv al than any 
other Japanese sector. 

In the next lb-15 years the combined 
effect of the ageing nature of the world 
tanker fleet and more stringent safety 
requirements which will boost fee pro- 
duction of douhfe-hnDed ships, is likely 

to XBise damand for aVripg 

But late last year, the South Korean 
government gave fee long-awaited 
go-ahead for a huge expansion of South 

Knrwm shipyard caparity and fw fee 

process signalled a bareknnckled fight 
wife the Japanese, one in which Korea 
has a critical advantage. 

Japan and her principal rival both 
have roughly one-third of fee global 
shipbuilding wmrfrgt- in fee n«rf three 
years, Korean capac i t y is set to expand 
by more than 50 per cent The effect 
will be to drive prices down further- a 
price-cutting war that Japan seems set 
to lose. 

Costs in Japan are way above those 
in South Korea- wages are an average 
move than double Korean wages, raw 
material costs are 10 per cent higher, 
and the strong yen has helped that 
co unt ry's shipbuilders g»fa a price 
advantage. Hie Japanese bcDdecs have 
Indicated their willingness to cut costs 
farther, but the scope far further reduc- 
tions is Umi to d 

According to Mr Timothy Marrable, 
shipping analyst, at Barings Securities 
in Tokyo, “The masatve expansion of 
Korean shipbuilding capacity is now a 
hard reality and spells disaster for 
Japan's shipbuilders.* 

But perhaps no in dustr y is identified 


store closely with the traumas of the 
past few years than construction. Not 
only were the leading construction com- 
panies the immediate beneficiaries of 
the commercial property boom in the 
late 1980s, but through, a «bHm of well- 
publicised scandals Involving bribes-for- 
contracts, they came to symbolise fee 
web of problems at fee core of Japan's 
economy. 

The enormous over-investment that 
was the most striking feature of fee 
boom years seems likely to depress the 
industry for many years yet Total 
orders fell by mure than 60 per cent 
between 1991 and the middii* of thfo 
year. 

The one bright spot has been public 
sector orders, where fiscal stimulus 
packages in the last 18 months have 
helped bolster demand But the difficul- 
ties seem set to continue. Companies 
are in many cases burdened with land 
bought at the peak of die boom, and 
wife nncoBectahle debts from insolvent 
clients. Losses are at record highs 

Restructuring is more of a reality in 
the construction sector than elsewhere. 
The leading contractors have all virtu- 
ally eliminated their overseas activities 
and have cut staff levels at home. But 
in a labour-intensive industry, there is 
little scope for genuine rationalisation. 

The weakening of Japan’s manufac- 
turing sector -caused by excess capac- 
ity in fee late 1980s, the subsequent 
recession and the surging yen-have 
eroded the country's industrial base. 
Much of the modem manufacturing 
that has powered Japanese growth in 
the past two d ec ades has gone offshore 
where labour is cheaper and the cur- 
rency weaker. 

For Japan's primary industrial giants, 
many of whom have postponed their 
long-overdue r es t r uctu ring, ting unfor- 
tunate coincidence of adverse events 
moans that tha reckoning may soon be 
at hand 


Success has whittled 


Miti’s powers 


A poll taken last year by the 
Nihon Keizai Shim bun, the 
Japanese leading business 
dally, revealed that Japan's 
leading bureaucrats thought 
the Ministry of 
Trade and Industry (MM) was 
third on the list of insignifi- 
cant ministries and govern- 
ment agencies, following the 
Hokkaido Development 
Agency and the Food Agency. 

MW was once one of the 
most powerful institutions in 
Kasuadgaseki. Japan's White- 
hall, orchestrating the coun- 
try’s industrial policy in dose 
co-operation with fee busi- 
ness sector. However, now 
that Japan's has achieved 
economic success and the role 
Of industrial policy in eco- 
nomic development has 
dturinisheri, the ministry has 
been marginalised among 
even eiamiiaii bureaucrats. 

Many economists agree 
that Miti’s interventionist 
polfey- based on identifying 
key growth industries, sup- 
porting them witii enormous 
in vestment programmes and 
protecting them from foreign 
competition - has been 
largely successful. Industries 
such as petrochemicals, cars 
and electronics flourished 
under the wing of Ifiti in fee 
1960s and 1970s. 

Bat economic success has 
whittled away Miti's powers. 
The rising strength of corpo- 
rations has reduced the influ- 
ence of the government's 
industrial policy, while fee 
ministry's role of selecting 
and promoting industries haa 
been limited by foreign pres- 
sure on Japanese exports. 

“The ministry is a little 
like a poverty agency that 
has actually succeeded in 
eliminating poverty," says Mr 
Chalmers Johnson, professor 
of University of California, 
Berkeley, and author of Mtti 
and the Japanese Miracle. 
Increased criticism from busi- 
nesses over informal adminis - 
trative guidelines have also 
reduced the ministry’s power. 
In the past, ministries such 
as Miti could withhold 


licences and legal permis- 
sions from businesses that 
did not follow the guidelines. 
However, rules governing 
flflmftiigfr qUva approval pro- 
cedures, introduced to make 
fee process more transparent, 
have made it difficult for 
bureaucrats to wield influ- 
ence. 

The min istry is also losing 
out in a power struggle wife 
fee Ministry of Post and Tele- 
communications (MPT) which 
began In fee eariy 1980s for 
control over new potential 
growth sectors - namely the 
telecommunications and mul- 
timedia industries, 

Mr Janies Vestal, economist 
at Barclays de Zoete Wedd in 
Tokyo and author of Planning 
for Change, a book which 
analyses the role of Miti, says 
that while its success in the 
1950s provides lessons for 
developing countries, fee 
argument that the west has 
something to learn from 
Japan’s industrial policies 
now, is questionable. 

He claims that there is tit- 
tle scope for industrial policy 
in solving the middle term 
issues which fee country’s 
economy faces. The biggest 
problem, unbalanced growth, 
comes us a result of corporate 
interests being placed over 
those of the consumer. 

The lack of emphasis on 
consumption has led to a sur- 
plus of domestic savings over 
domestic investment which is 
at fee root of the country’s 
chronic current account sur- 
plus. 

The underlying cause has 
been the willingness of Japa- 
nese workers to put the inter- 
ests of the company before 
their own. Industrial or 
macro-economic policy can- 
not deal wife tids Issue. Only 
a radical change in the way 
Japanese see themselves in 
relation to their employers 
wSl resolve it 

Nor can Industrial policy 
solve the demographic 
changes which will soon hit 
Japanese economic growth. 
Pollution, another big prob- 


lem. Is also an issue which 
needs tackling outside indus- 
trial policy. 

The lack of industrial mod- 
els also makes it hard for fee 
country to identify potential 
growth Industries- Since 
Japan cannot follow other 
examples of Industrial devel- 
opment, it is on equal stand- 
ing with other industrialised 
countries in investing and 
promoting fee development 
of new technologies. 

In its search for a new role, 
the ministry has started to 
undo its past policy failures. 
In fee eariy 1980s it moved to 
save jobs in fee petrochemi- 
cal industry by organising a 
cartel of Japan's producers. 
This has left the industry 
fragmented with inefficient 
operations and costly prod- 
ucts. 

Aerospace, another indus- 
try that Miti has promoted 
since fee 1960s, is also bring 
reviewed. 

The ministry is now promo- 
ting restruct urin g in fee pet- 
rochemicals industry, encour- 
aging mergers and cutting 
costs. Mitsubishi Kasei and 
Mitsubishi Petrochemical 
merged last October and 
Asaht Kasei is also undergo- 
ing rationalisation. 

Miti has decided to side 
wife consumer. 
from its role as promoter of 
industry. Miti has backed the 
country's product-liability 
law which will protect con- 
sumers against defective 
products. The bill passed par- 
liament last June after nearly 
20 years of debate. 

The pro-consumer direction 
has also allowed Miti to 
regain its grip on certain 
industries. It is using its 
remaining powers of inter- 
vention to place market 
forces into the country's 
energy sector- including fee 
gas and electricity utilities 
and the oil industry. In spite 
of heavy opposition from the 
Industries, Miti is promoting 
the freeing of energy prices 
and the deregulation of distri- 
bution routes. 
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We stay dose to our customers 

through thick 



A,f V 


and thin. 


We aren’t exactly new to the U.K. For 30 years, Toray Industries, Inc., 
has been listed on the London Stock Exchange. And for some time, our 
ibray Textiles Europe Lid. subsidiary has had a weaving plant at Hyde 
and a dyeing plant at Bulwell. 

But iasr year, Tbray Tfextiles Europe moved even closer tofts customers 
who supply clothing to high-&shion retailers. By building the world's 
most technology-intensive textile facility on a 48-acre site in Mansfield. 

So now instead of importing fabric, we provide quicker response and 


delivery by making ir on-ihe-spoL Ar the rate of 20 million metres per year. 
In a 500-metre-long production line where polyester filament comes in 
ai one end. And goes out the other end as sophisticated texturedpoly ester 
fabrics: tafloring fabrics formenswear and iadieswear; plus silk-like satin 
and crepe de chine for blouses, skirts, lingerie, and other garments. 

This plant represents the largest-ever single cash investment in the U.K. 
textile industry. And it’s part of a European presence that dares back to 
the 1920’s, when our very first production facility, for viscose rayon, 


Toray Industries, Inc. 


Nihonbasbl-MiiromaeM. Chuo-ku, lbkyo 103, Japan. TW: (153)3245-5111. Fric (03) 3245-5555. Europe Office: 3rd Root, 7 OH Par* Lan*. London W1Y 4AD, England, pi: £1)872-80^ Ax: (71) 872-8071. 

TW^DWS-WB. Rue (H) 872-29071. *wy OeutscWaod GmbH, Rantchut Tel: (59) 940070. Fax^ 430343. foray ItaMd, Milan. W; 0550-12 80. ^c^^O-^TD. 
TW: (602)273-731. Fax;(60Z}271-84a SOCtetedesFibraadeCwboneSA^AbidO*. fol: 59-72-3M0. Fax: S&-72-30-1Q. Alcantara S.&A, Milan, fob (2) 520-30402. Fax; « 520-30480. 


was largely planned by engineers from the U.K., Germany, and Italy. 

From that foundation seven decades ago, we have grown to become 
the world's leader in synthetic fibres and textiles. Building on our unique 
research skills and product-development synergies, we have also 
diversified into plastics, carbon fibre, pharmaceuticals, medical supplies, 
electronics, and construction materials. 

With a history of staying dose to our customers. 

And sales dose to £6,000,000,000 per year. 


'toray'' 

Budding a better world, molecule by molecule. 













JAPANESE INDUSTRY VI 


P aying a bill through a 
Japanese bank amply 
illustrates why Japan’s 
path to deregulation will be 
painfully slow. 

A white-gloved attendant 
bows respectfully as you enter, 
murmuring "Welcome dear 
customer.” Yon are led to a 
ticket machine, which issues a 
numbered slip, indicating your 
place in the queue. 

Another attendant hands the 
ticket from the machine to the 
the dear customer and ushers 
you to a comfortable chair, 
next to a rack well-stocked 
with scandal magazines and 
mail order catalogues. There 
you browse until your number 
Is called. 

The teller will then ask you 
to fill out a form, with dupli- 
cates, giving details of the 
money transfer. Cash only is 
accepted. 

Yet at the end of all this, the 
funds are transferred electroni- 
cally; at least that is before the 
dear customer is bowed out of 
the door again. 

It is a costly system, paid for 
by customers - on the whole 
without complaint - in the 
form of bank charges two or 
three times European levels. 
Yet this kind of service, 
whether it be at department 
stores. Riling stations or 
h anks , has been until now a 
valuable staple of Japan's 
social structure. 

The highly regulated service 
sector, generously sheltered 
from foreign competition, has 
traditionally absorbed surplus 
Jobs, shed by internationally 
competitive manufacturing 
businesses. Banks are not 
legally obliged to perform 
these expensive rituals in their 
retail halls , but they are so 
protected from competition 
that they are under Utile pres- 
sure to break with comfortable 
old ways. 

The service sector’s ability to 
mop up jobs Is one reason why 
Japan has been able to stay 
near or above US levels of com- 
petitiveness in manufacturing 
- depending on the sec- 
tor -and yet- lag 50 per cent 
behind it in some kinds of ser- 
vices, according to a study by 
McKmsey Global Institute. 

However, that comfortable 
arrangement is up for renegoti- 
ation. It only worked so long as 
manufacturers could continue 
to race ahead in the world's 
export markets, and perform 
their traditional job of being 
the mam motor of Japan’s eco- 
nomic growth. 

But US and European pres- 
sure to curb the trade surplus, 
combined with the squeeze on 
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Emiko T erazono takes a look, at 
the Keidanren 

The old order is 
breaking down 
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Smntoroo Bank. Tokyo: the MgWy rvgubrtedaarwicg sector h a s tradMonafly abso rbed surpka jobs «— o r* 

William Dawkins on deregulation 

Progress will be 
painfully slow 


expert p r o fit margins imposed 
by the high yen, has obliged 
the Japanese government to 
turn to a new strategy, deregu- 
lation, as a way to increase the 
economy’s capacity to grow. 

If services could be made as 
effirient as manufacturing, (he 
argument goes, Japan might 
rediscover the growth rates 
achieved in the heady 1380s. 

Three Japanese administra- 
tions over the past year have 
recognised this and have 
accordingly begun to make 
progress in pushing away scone 
of the more than 10,000 official 
rules and regulations that con- 
trol an estimated 40 per cent of 
industrial activity. 

For the first time in Japa- 
nese post-war politics, govern- 
ment, opposition and the main 
business lobbies officially 
fovonr deregulation - even if 
they sometimes appear to pay 
no more than lip-service to the 
idea. 

As in previous deregulation 
drives, a decade ago, progress 
has run into resistance. Com- 
panies are reluctant to fire the 
men in white gloves, since 
redundancies remain socially 


unacceptable. Firing staff is 
seen as a sign of corporate 
weakness, at least until a large 
company gives the lead. 

According to a recent study 
by the Keidanren, the business 
federation, deregulation on a 
scale to bring Japanese costs 
in line with US ones would ini- 
tially put 2£4m people out of 
work, but would by the end of 
the decade stimulate growth 
enough to produce a net gain 
of 740,000 jobs. 

On top of this, government 
departments are averse to giv- 
ing up some of the powers they 
have used to control Japan’s 
economy until now with such 
success. In Japan, vested inter- 
ests make no sacrifices without 
being mollified first 

And yet there has been prog- 
ress. It started with the popu- 
lar attack on the bureaucracy 
launched just over a year ago 
by former prime minister Mori- 
hiro Hosokawa. Japan’s first 
non-Liberal Democratic Party 
leader far 38 yeans. 

The present prime minister. 
Mr T nmnrhi Mnrfl yama aims 

to continue, with a five-year 
deregulation programme 


starting in April 1995. 

The mam sectors to see the 
beginning of a change in the 
restrictive old ways are retail- 
ing, food, finan cial services 
and cars. 

• Retailing: The Large Scale 
Retail Law, which governs 

planning anil n p a w ng 

hours, has been relaxed twice 
in the past two years, most 
recently in May. This has 
removed local shopkeepers’ 
power to veto a new supermar- 
ket and allowed stores to stay 
open later. 


A s a result the number of 
supermarket op enin gs 
has quadrupled since 
May to about 80 a m onth. At 
the same time, imports of for- 
eign consumer goods are grow- 
ing rapidly, helped by the 
cheapness they derive from the 
rising yen. 

• Food: The decision to allow, 
for the first time, limited rice 
imports, has weakened the 
power of the farm lobby, for- 
merly fundamental to keeping 
the LDP in power. This is bad 
news for interest groups in 
other sectors. The rice import 


For decades, the Federation of 

Employers Association s (Keid- 
anren), Japan’s leading busi- 
ness lobby, has acted as the 
control centre for businesses 
in realising the government’s 
industrial policy, asihe guard- 
ian of business interests, mw 
as fund-raiser for the conser- 
vative Liberal Democratic 

Party. , . , 

However, the old order, 
business, bureaucrats 
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bureaucratic decision-maki n g 
has long been regarded as a 
regulatory barrier for new 
businesses. Companies. Indnd- 
ing foreign enterprises, have 
voiced complaints over the 
procedures. 

The new law alas to make 

bureaucratic decision-making 
more transparent and to curb 
the influence of lobby groups 
on bureaucratic decisions by 
laying down rules for the pro- 
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Bank of Tokyo HQ: hanks are not tagafly obHged to perform the rituals 


ban is to be gradually phased 
out from next year and 
replaced with tariffs. 

There is a pay-off, of course, 
in the form of a YBJJlObn aid 
package. 

• Financial services: Finance 
minis try are planning 

to step up the pace, motivated 
by the gradual loss of the capi- 
tal markets’ competitiveness to 
other markets in Asia and 
Europe. 

So for, Japan's march to 
finanriai deregulation has been 
slow. It continued, this year, 
with the end of government 
controls on ordinary savings 

and bank dep ort*, completing 

the freeing of interest rates 

begun in 1985. 

This has encouraged hanTai 
to seek new ways to attract 
savers’ patronage. 

One credit group even 
offered savers a lottery prize, 
to the consternation of the 
financ e ministry and the bank- 
ing industry federation. 

It may be a sign of things to 
come. 

At the same time, the gov- 
ernment in October permitted 
the large commercial banks to 


issue c o rp ora te bonds, for the 
first time- This privilege was 
granted to long-term credit 
b anks last year and is the lat- 
est stage to a cautious disman- 
tling of the barriers between 
banking and securities. 

• Cars: There has been a 
slight loosening to car dealers' 
formerly rigid allegiance to srn- 
gie Japanese manufacturers, 
for business rather than 
deregulation reasons. 

This, plus the yen's strength. 
Das behind a S3 per cent rise in 
car imports in the year to Octo- 
ber. where they account for 
marly 9 per emit of the Japa- 
nese market 

However, the government 
has not yet touched the barrier 
to trade most often cited by 
frustrated exporters, the 
‘‘shaken’* system. This is a 
costly test, obligatory after a 
car is three years old, which 
foreigners complain gives high 
volume producers an unfair 
advantage. 

Mr Shokhiro Toyoda, presi- 
dent of the otherwise pro-de- 
regulation Keidanren and 
c hairman of Toyota, believes 
the system should stay as it is. 
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Jet lag can be a drag. 


It's afternoon in Tokyo. The business meeting is going well. Yet something feels 
wrong. Your body is awake, but your mind seems asleep somewhere in 
London. Welcome to the world of jet lag. 

The Hotel Okura understands that adjusting to new time zones is often half the 
global business battle. So we've created a special Jet Lag Plan that helps you 
adapt as quickly as possible. 

The only such plan in Japan, rts amenities cover 
the three main avenues of attack for overcoming 
the effects of jet lag: 

Exercise: Use of the Okura Health Club for 
stretching, swimming, sauna, jet stream bath 
and body sonic systems. 

Relaxation: A light therapy box that simulates 
soothing natural daylight, relaxation videos, 
and the special sleep pillows you prefer auto- 
matically furnished to your room every time 
you visit— a Hotel Okura exclusive service. 

Special Okura jet-lag nutrition menu. 

Naturally.all this takes place in an atmosphere of 
comfort and luxury that makes the Hotel Okura 
the best business address you can have when 
you're travelling in Japan. Find out for yourself. 

The Legend 
in the 

Heart of Tokyo 
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2-KMTonmon»fuMmau>luL Tokyo IQS.Japan 
Tel: (3)3582-01 1 1 : Fas: 0)3582-3707 
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For a brochure regarding the Hotel Okura Jet Lag Plan, contact us by mail or facsimile. Include your name, 
address, company and title, telephone, facsimile number, and the name of the publication in which you saw this ad. 

■London Office TeL (0171)353-4994; Fax: (0171)353-0977 ■ Amsterdam Office TeL (G201S7B11GO; Fax: (0201 8798955 ■New Vbrk Office TeL (212)7550733: 
Fax: (212)688-4627 ILoa Angeles Office Tef: (6001 526-£28T.(2l3]488-M77: Fax: (213)488-3382 I Hang Kong Office TeL- 8S5-1717; Fax: 895-1909 



|''V 

bm# v, 

: ir> 

yv ■ -y- . . • 

■A ' Y '.,-r 

, "\‘7 

. M ... i<4:. 4 

y - -V. 



■i- w •'*''+• 

I i *. 4 : r„ '■> 



t •’ .t,7< 77s. 4 . * • :• *•:' % few* ft 7: •-> ~t •' 

umjiUmmMslimmL 


According to the ancient Chinese philosophy of yin and 
yang, the universe is composed of opposing but Inter- 
dependent forces. ■ Interestingly, this philosophy resembles 
the concept of homeostasis, the natural balance that occurs 
within living organisms, including the harmony between 
antagonists and agonists that regulate vital functions. 
Thus, an important factor in the search for new medicines is 
the development of compounds that work together with the 
body's own restorative and regenerative abilities. ■ Tb lead 
healthy Fives, we must seek balance with nature, with 
soa0 ty< °nd within oursehms. Through pharmaceutical 
researdi, we are striving to help people attain this balance. 

TAKE DA 

T a ked a Chemical Industries, lt d. 

Hftfld Office: 1-1, Doshonrachi A-dvmm, Owo-ku, Osaka 541, Japan 
Tokyo H«d Office-. 12-10, Nihanbo*) 2-drome, ChuoJcu, Tokyo 103, Japan 
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3 span’s east-Asian ndgb- 

bours have benefited 
from, and contributed to, 
the decfixilng competitiveness 
< of traditional sectors of Japa- 
nese manufacturing. 

The most successful tiger 
economies, Taiwan ami. South 
, Korea, have used their low 
h labour costs and cheap curren- 
ll dies to win market share from 
' Ja p an , in refected tortors such 


JAPAN IN ASIA 


Tiger economies win market share 


^^as’ steel and shipbuilding, 
^ -fy' where price is a more impor- 
t ^hj^tant determinant of market 
isn success tbantedmology. Later 
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■ Malaysia and T ftqiland are rafv. 

•hr {jrv» . -idly catching up for the same 

l* 1 ** tias,,.-’ The tigers owe part of their 
**■ injit-, u Tj rr n: economic success to Japanese 
*» har.-^ , industry's strategy of shifting 
^production capacity for tower 
t .j _ r «:^ value-added goods to cheaper 
r*fnmr[' ;{ locations overseas, given fresh 

Tbr ^ v ^ rt “ !ts o-i impetus isoeatiy by the yea’s 
»h» Jr t>., *• W; surge ia value. 

Hytvt tt". K h, ' : «Ut Bast Asia has been the main 
beneficiary of this fresh indus- 
„! '■ ' trial investment, concentrated 

•btrh ■-! ^ tn the most capital- and labour- 
' 'Tj iHr5* intensive sectors such as cars 
e&d consumer electron! 

Hhe: p-J'” ' 1 
ihi 

h i(r 

**- ** V1 nevarthelesfi benefited. 

Ki-. r> >; Japanese direct investment 
in the region rose more than 


* ■ ^ara- 4 

rm -jj-.i. Ij k * a -‘?s;. 

yxtmtd ^ 

OT rrM. “*•*«*. 


I«1 




and consumer electronics. In 
-JJy these sectors,. Japan’s Aslan 
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threefold from $24bn in 
to |7.3bn in 1903, where it rep- 
resents roughly one-fifth of 
Japanese investment world- 
wide. That proportion will 
nearly double, as a share of 
Japan’s overall foreign invest 
mart, to 37.5 per cent this year, 
according to a survey by the 
Ministry of International Trade 
and Industry. At this rate, by 
toe end of the decade east Asia 
will overtake the US as the 
largest recipient of Japanese 
industrial speeding. 

Within east Asia, the focus 
of Japan’s corporate invest- 
ment planners has recently 
switched from Bong Kong and 
Thailand to China Japanese 
investment in China grew by 
nearly 58 per cent in the first 
half of last year, faster than 
anywhere else in the world. 

Corporate Japan's Asian, 
spending spree has stimulated ' 
a sharp rise in trade with its 
neighbours, as Japanese zoanu- 
factnrers export components 
and machines to their east 
Asian assembly plants, ffpiywi 
by Japanese salaries, local 
economies' demand for foreign. 


often Japanese-made goods, 
has expanded. 

Accordingly, Asia overtook 
the US as Japan's largest 

export rtestirortfon in 1391 and 
last year Japan's trade surplus 
with the region surpassed its 
surplus with the US for the 
first time. Ten years ago, 
Japan exported a third more to 
the US than to Asia; now the 
balance is reversed. 

Japan’s trade surplus with 
the rest of Asia will continue 
to rise, believes Mr Susomu 
Taketomi, chief economist at 
the Industrial Ba n k of Japan 
OBJ). 

ut Asian exports to 
Japan will grow fast 
e no u gh to defuse seri- 
ous political problems of the 
kind that bedevil Japan over 
its surplus with the US, he 
argues. “This surplus is 
healthy for Asian countries. 
They win probably succeed in 
upgrading their industrial 
structure so that they will 
show a surplus at toe »«d of 
the century,” he says. 

Most Japanese manufactur- 
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ers began in east Asia with 
basic assembly plants , fed with 
components maA* in Japan. As 
local economies grow and the 
yen continues to rise, toe Japa- 
nese are now looking to 
expand their use of locally 
made components. An added 
incentive to do this is the need 
to avoid heavy import duties 
on part-assembled products. 

Japan's Industrial advance 
into east Asia has been led by 
sectors in which assembly 


forms a high share of costs, 
such as wmCTrmgr electronics 
-as a result of which Japan 
last year became a net 
importer of colour televisions 
for the first time -and 
appliances. 

Ryamplftg hiring electionics 
giants Matsushita and Sharp in 
Malaysia, which have become 
so deeply embedded in the 
local economy that their com- 
bined local sales account for 6 
per cent of the country's gross 


domestic product, according to 
the Japan External Trade 
Organisation. 

So for, Japanese companies 
have reaped rich rewards from 
their Asian onslaught, all the 
more welcome when their 
d o me stic market is stuck in a 
painfully slow recovery from 
thp longest recession in post- 
war years. 

According to the IBJ, the 
operating profits of Asian off- 
shoots, as a parentage of turn- 


over, averaged 4J5 per cent in 
1991. well above the 0.9 per 
cent average for overseas sub- 
sidiaries. 

However, toe shift of Japa- 
nese manufacturing capacity 
into east Asia is limited by two 
things. It will only happen in 
sectors where Japan is least 
competitive, because compa- 
nies wish to keep control of 
key technology. It is unlikely 
to be at the direct expense of 
jobs at home, because of the 
flffntfp nfflg taboo against mak - 
ing redundancies in Japan. 

Japanese companies still see 
an advantage in domestically 
producing those high technol- 
ogy products in which they 
lead world markets. Semicon- 
ductors are the obvious exam- 
ple, where manufacturing 
equipment for the newest and 
most powerful memories con- 
tinues to be made in Japan, 
helping to ensure that east 
Asian chip-makers remain 
dependent on Japanese tech- 
nology. 

The EBJ’s Mr Taketomi 
believes the growth rate of 
Japan's Asian investments will 


stow down in the years ahead, 
constrained by companies’ 
unwillingness to break the 
taboo against making redun- 
dancies at home. There win be 
instead, he predicts, a reorgani- 
sation of Japanese investments 
within the region, away from 
relatively high cost areas such 
as Hong Kong into cheap ones 
sn ch as southern flhfoa. 

The Japanese government 
has played a cautious role in 
supporting Japanese industry's 
economic advance into Asia by 
gently pushing toe cause of 
free trade in the region. 

Until recently, Japan’s Aslan 
diplomacy strategy was one-di- 
mensional; aid for trade. The 
Tokyo government disburses 
60 per cent of its annual over- 
seas aid budget - the world’s 
largest - to the region, partly a 
hang-over from post-war repa- 
rations. 

The new dimension Is the 
shift in the government’s atti- 
tude to the Asia-Pacific Eco- 
nomic Co-operation Forum 
(Apec) over toe past year, from 
mildly negative to mildly posi- 
tive. Indonesia's support for 
US-inspired efforts to use Apec 
to reduce barriers to trade and 
investment has helped Tokyo 
overcome some of its inhibi- 
tions over playing a part In 
Apec. 

William Dawkins 
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I n the latest ratmd. of trade negottatkms 
between Japan, and the US, one of the 
main arguments the US has mustered 
against Japan has been *ha* internation- 
ally competitive US com pan ies would 
have greater success in Japan if its mar- 
kets were truly open. 

The majority of sectors winch US trade 
officials have dted as problem trade areas 
with Japan are those in winch US compa- 
njes-have demonstrated competitiveness 
tn other world markets but have , by and 
large, failed to make significant inroads 
in Japan. 

The predicament of US teteccmmnmica- 
tions e quipm ent makers trying to sell in 
Japan Is a c ase In paint “US telecom 
Twnmiftirtinurn are among the most com- 
petitive in the world,” the US g o ver nm ent 
states in a paper on the framework nego- 
tiations. Yet toe Japanese market, partic- 
ularly in toe area of government procure- 
ment, baa been largely dosed to foreign, 
including US, telecoms companies. 

The dosed nature at Japan’s telecoms 
market can be seen from the feet that 
While other Group of Seven countries 
import wtmnf 25 per »*nf of their telecom - 
mmucations needs, Japan imported just 5 
per cent in 1992, the US argues. 

“This imbalance, stems from the obsta- 
des foreign firms encounter in attemptin g 
to purtlcfpate in the Japanese public see- 
tor procurement market,” the US govern- 
ment says. Not only have foreign compar 


Michjyo Nakamoto reports on trade conflict between Tokyo and the US 

A particularly heated argument 


tries lacked access to information which is 
provided to Japanese companies, they 
have been disadvantaged by practi ces 
such as sole sourcing and di sc rimina tory 
tender specifications. 

The same goes fra- the medical equip- 
ment market. US iMirnfM^ m imi account 
for 40 per cent of the public and private 
market in the Eur opean Union, but less 
than half that in the hp— aa ftl ^ Mr 
Mickey ir«irtnr us Trade Re p resentative 
Ambassador has stated. 

The argument tint US industry, despite 
its fafanwHinmii competitiveness, is pre- 
vented from penetrating Japan's markets, 
becomes a particularly heated one when 
ap plied to toe vehicle industry. 

US frustration about its inability to 
make a wider mark in Japan's vehicle 
market has intensified over the past few 
years not only because two-thirds of the 
near-|80bn annual US trade deficit with 
Japan stems from vehicles and vehicle 
parts, but increasingly because of a 
renewed confidence in toe US industry's 
co mp e titi veness vis-a-vis Japanese vehicle 
makers. . 


“The US has re-emerged as the world’s 
largest producer of automobiles,” noted 
Ms Joan Spent, US under-secretary of 
state for economic and agricultural 
affairs, in a speech earlier Hite year. 

The quality of US cars is also seen to 
have imp roved markedly. US companies 
“are getting the quality message too. 
fThey) have been making a serious effort 
to improve the quality of the goods and 
services they produce, and it shows,” Ms 
Spero said. Surveys in the US indicate 
that a growing number of Americans now 
believe American cars are even better 
than Japanese cars. 

On top of their increased competitive- 
ness, US vehicle companies have stepped 
up eff ort s to penetrate toe Japanese mar- 
ket. 

’ Yet the closed nature of the Japanese 
vehicle market has worked to frustrate 
such efforts. Foreign vehicle manufactur- 
ers laric aceess to information on the car 
market, come up a gains t reg ula ti o ns and 
business practices which hinder sales of 
foreign-made car parts to the aftermarket 
in Japan, and the close relationships 


which tie dealers to Japanese car makers. 

The situation is blamed for the small 
share, about 3 per cent, that foreign, 
fadniHiig US, vehicle makers had for long 
been relegated to tn the Japanese market 
against the 20 to 30 per cent share which 
Japanese companies have recently 
enjoyed In the US. 

Although the foreign share of Japan's 
vehicle market has risen substantially 
closer to about 10 per cent tills year, tids 
has owed more to a favourable 
rale and intensified marketing by foreign 
companies rather than im pa mw e mewt s in 
market p c**— - 

I mproved US compet i t i v e ness in cars 
and other industries means that “the 
old rhetoric in Japan - toe rhetoric that 
says that the trade deficit is America’s 
fault because of our low product quality 
or b ecause our companies don’t try hard 
enough to export- that rhetoric simply 
does not ring true any more,” Ms Spero 
asserts. This argument has bear used to 
supp o rt US claims that Japanese markets 
do not function like “normal” markets do 


in free trade economies and was behind a 
“results-oriented” approach adopted by 
the administration of President Cfinton. 

However, as the year-long experience of 
the bilateral framework negotiations 
made dear, the US approach faffed to win 
widespread public support not only in 
Japan but in Europe, Asia and even in toe 
US. 

While many people, farfnditig Japanese 
businessmen, would no doubt agree that 
competitive US companies probably face 
greater obstacles in Japan than they 
would in most other industrialised coun- 
tries, the resultnmiented approach advo- 
cated by the Clinton trade team raised 
suspicions that it would benefit mainly 
specific companies in chosen industries 
which the US government had deemed 
competitive. After bilateral agreements 
were readied tn November in most of toe 
priority sectors, that suspicion remains. 

This month, &r Leon Brittan, European 
Commissioner for External Relations, 
voiced concern that toe bilateral agree- 
ments would benefit US companies at the 
expense of European ones. 


In a recent report, Ms Mineko Sasaki- 
Smith, economist at Morgan Study, the 
US investment bank, argues that the ben- 
efits from the framework agreements 
“may accrue to individual firms in the 
targeted sectors but are unlikely to have a 
major impact on the big picture or Japan’s 
trade-current account surplus.” In fact, 
based on rough, hypothetical estimates, 
the bilateral agreements are likely to cat 
the US trade deficit with Japan by just 
5404m -or less than 1 per cent -she 
notes. 

Many economists and public officials 
agree that a far more effective approach 
to reducing Japan’s surplus would be to 
stimulate domestic demand through 
deregulation measures that would create 
a level playing field for foreign companies 
in Japan. 

After a year of battling against wide- 
spread public criticism of its resnlts-ori- 
ented approach, and having reached 
agreements on some of the most conten- 
tious issues in the framework talks, the 
US government now appears to be chan- 
neling its energies in that direction. 

ft has submitted to the Japanese gov- 
ernment a detailed list of deregulation 
and administrative reform measures 
which it states “can... provide greater 
market access for foreign goods, services 
and investment and. . . generally promote 
the domestic demand-led growt h of the 
Japanese economy.” 
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Reform is needed for a more competitive Japan, says En»k o Jgrazono_ 

Education system criticised 


Job- hunting; students meet per so nnel staff 'from 676 companies at a recruitment session held at Tokyo Dome m September 


Mr Masashi Kojima, president 
of Nippon Telegraph and Tele- 
phone, the largest telecommu- 
nications operator, has grave 
concerns about Japan's com- 
petitiveness in the future 
global multimedia race. 

The underlying problem, he 
believes, is Japan's education 
system, which encourages stu- 
dents to memorise rather than 
indulge in creative thought, 
and is geared to creating disci- 
plined. quality labourers. 

Such concerns have been 
voiced over the past decade as 
Japanese industry has caught 
up with the world and has 
been forced to compete to stay 
ahead in the technology race. 
The increasing hnpnrfanrp of 
pgfmfg fiag ato vv vfa creativ- 
ity more valuable. A Japanese 
Nobel prize scientist and resi- 
dent research e r at a US univer- 
sity rlamwrf hi 19177 that he 
would not have won the prize 
if he were still in Japan. 

Education not only affects 
industry’s competitiveness, but 
also the country’s political sys- 
tem and its role in the interna- 
tional arena. Mr Ichiro Ozawa, 
the back-room strategist of the 
present political realignment, 
believes that education is the 
underlying problem for Japan's 
system Of government. 

In his book Blueprint for 


Building a New Japan he 
writes that democracy has 
never really taken root in 
Japan partly because of an 
education system designed to 
stamp out independent 
thought. He believes the sys- 
tem is too rigid at school level 
and and too dull at the univer- 
sity stage. 

However, the business world 
needs to realise that it bears 
some of the responsibility for 
the educational system's "cre- 
ativity problem”. In the 1960s, 
representatives of leading busi- 
ness federations suggested 
measures for a partial reform 
of the manorial education sys- 
tem to suit their interests. 

The Federation of Employ- 
ers’ Organisations (Nlkkeiren). 
and other business organisa- 
tions game op with proposals 
which were incorporated in an 
outline prepared by the gov- 
ernment’s central education 
committee. The proposals were 
reflected in the government’s 
curriculum. Based on the mea- 
sures, students have been 
divided into five grades to 
determine which schools on 
the higher levels they would 
advance to, creating pressures 
for pupils to cram at an early 
age. 

Another criticism has been 
that the Japanese system 
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focuses too much on equality, 
which threatens to stifle the 
creativity of talented students. 

The Ministry of Education 
and the country's leading uni- 
versities have started to cor- 
rect this problem and are 
implementing a programme 
which allows high-school stu- 
dents excelling hi maths and 
physics to attend courses 
taught by university instruc- 
tors. 

The programme is intended 
to allow talented pupils to 
escape the constraints of the 
uniform education system and 
the pressures of the fierce com- 
petition for university entrance 
exams. 


Mr Martin Phillips, head of 
education services at the Brit- 
ish Council in Tokyo. Ixdtevra 
pressures from society as a 
whole will bring about changes 
in the education system. "The 
attitudes of the young today 
are very different from their 
parents," he says. 

But conformity is still a vir- 
tue and open debate w rare in 
Japan. A rigid hierarchy still 
governs almost every aspect of 
Japanese life, including aca- 
demia. bureaucracy, and puli- 
tics. In a business world which 
is no different and still 
strongly adheres to such val- 
ues, individual and creative 
thinking may take lime to root 


FINANCE AND INDUSTRY 

Different sides 
of same story 


When Mr Takanobu Matsuda 
decided his company needed 
slimming down if it was to 
compete in the harsher eco- 
nomic climate of the 1990s, be 
knew he would require a tittle 
financial assistance from his 
banks. 

The cost of severance pay- 
ments for some of Matsuda 
Denshi Kyogo’s employees 
could not be met from the 
small electronic manufactur- 
er’s own coffers, so Mr Mat- 
suda asked his local banks for 
a loan. But he got nowhere. 

None of the bankers in the 
Nagano area of northern Japan 
was prepared to take the risk 
of advancing him the money 
he needed. He eventually 
found the money by digging 
deep and trimming his 
restructuring plans, but he 
blames the banks for his trou- 
bles. 

Meanwhile in Tokyo, manag- 
ers at a branch of one of the 
largest commercial banks tell a 
rather different story. For 
months they have been 
enjoined by their management 
to look for sound lending 
opportunities. But demand for 
their funds, they say, has 
never been weaker. 

The outlook has become so 
grim that they have taken to 
cutting their lending rates to 

larger corpo- 

rate customers 


m an increas- 
ingly desperate 
effort to lure 
them back into 
the money 
market, despite •ummmmmmmm 
the steady rise in their cost of 
funds this year. 

In a curious way both Mr 
Matsnda and the luckless 
Tokyo bankers tell different 
sides of the same story of Japa- 
nese corporate financing in the 
mid-1990s; the country has 
entered a kind of financial sta- 
sis. For the first time in living 
memory, bank lending has 
actually dropped for four 
months in a row. 

Supply of and demand for 
lending has fallen. But the 
problem is a mismatch. Banks 
want to lend to large, safe cor- 
porate customers. But they 
won't bite. Smaller companies 
axe eager to borrow, but banks 
are wary of lending to them. 

For years, Japan's b anks 
were the life-blood of the coun- 
try's economy. Under the strict 
tutelage of the authorities, 
banks acted as a conduit to 
channel the huge savings of 
Japanese households into 
industrial lending. They paid 
rock-bottom interest rates to 
their depositors and they lent 
it on at similarly low rates to 
industry. 

The equation was simple and 
it worked. As Japan's economy 
emerged from the debris of the 
second world war, the money 
was plentiful and cheap, and 
corporations used it wisely, 
building an industrial base 
that would, in time, dwarf 
most of its rivals. 

But that happy tale of almost 
uninterrupted growth ended in 
the chaotic bubble economy of 
the late 1980s. Financial liber- 
alisation and rapid economic 
growth created a speculative 
boom that started in Tokyo 
and spread throughout the 
country like wildfire. The 
explosion of asset prices 
embraced everything - land, 
stocks, even golf-club member- 
ship foes. 

Industry, too, flourished as 
the higher prices raised wealth 
and demand and enabled com- 
panies to expand. But In 1990 
the bubble burst and Japan's 
economy suffered. 

For the banks the collapse of 
the bubble meant a mountain 
of bad debts as lending secured 
on over-inflated asset prices 
quickly became worthless. 
Between 1992 and September 
1994, disclosed bad loans at the 
largest Japanese banks qua- 
drupled, and on average now 
represent nearly 3 per cent of 
total loans. The true total Is 
almost certainly much higher, 
since banks are not obliged to 
disclose all their non-perform- 
ing loans. 


The lower property 
prices mean that 
banks have cut their 
credit Fines 


They have spent the pot few 
years beginning the task of 
unpicking the problem. As a 
result they arc highly cautious 
about lending to the type of 
smaller growth companies that - 
fuelled the boom of the 1960a 
but collapsed so spectacularly 
in the 1990s. 

For industry it meant a pile 
of over-accumulated capital 
investment. For four years, 
they have been caught in a 
downward spiral of falling 
demand leaving them with 
excess rapacity and lower prof- 
itability. New orders Tor 
machinery declined by nearly 
30 per cent between 1990 and 
the first half of this year and 
have been flat since. Few large 
companies ore willing or aMe 
yet to borrow to finance on 
expansion. 

In the past year, the slow 
economic thaw has created the 
demand-and-supply mismatch. 
As banks work through their 
bad debt problems they hove 
started to allocate more tend- 
ing to larger companies, on the 
grounds that security is stron- 
ger at such corporations and a 
repeat of the bubble yean is 
unlikely. 

According to Ms Alicia r 
Ogawa. banking analyst at 
Salomon Brothers in Tokyo, 
demand from large companies 

is so tow that 

"banks are hav- 
ing to discount 
their produet 
in order to 
keep demand 
alive - by coa- 
tract log loans 
at below the prime lending 
rate." But smaller companies 
are still considered too great a 
risk for many bankers. 

The underlying problem, 
according to many analysts, is 
that banks' lending policies are 
hidebound by an attachment to 
land prices. More than a quar- 
ter of all bank lending is collat- 
eralised by land and property. 
Many companies are refinanc- 
ing their borrowing on the 
basis of the new, much lower, 
land prices that prevail today. 
The lower property prices 
mean banks have cut their 
credit lines, making it more 
difficult for companies to 
expand. 

Land prices are continuing 
to foil, dropping by 5 per cent 
in the principal cities in tire 
post year. That reekas banks' 
lending policies still restrictive 
for smaller borrowers. Some 
lenders have started to shift 
towards a more innovative (in 
Japanese terms) policy of tying 
lending to expected future , 
cash-flow, but the fall-out from^i, 
the bubble economy is so grear ' 
that most are still reluctant to 
break the familiar link with 
land collateral. 

Smaller companies have 
been borrowing in far greater 
volume from the public institu- 
tions and that has offset some 
of the tight conditions in the 
private sector market 
But Just as there is little sign 
of an upturn in land prices 
that will help the smaller com- 
panies to increase borrowing, 
there is scant evidence that the 
larger corporations are eager 
to start borrowing again. 

Corporate profitability is still 
at wafer-thin margins, and 
much of industry remains 
plagued by overcapacity. And 
when businesses do return to 
the financial markets they look 
likely to follow the growing 
trend towards corporate bond 
issuance. In Japan's over-regu- 
lated financial markets that 
may mean more business going 
overseas since corporate bond 
issuance in Japan is still 
encumbered by a restrictive 
regulatory framework. 

If the mismatch is to be 
redressed, banks must either 
change their lending policies, 
land prices must rise sharply, 
or there must be an early £ 
return to strong growth. Since 
none of those three possibili- 
ties seems likely in the next 
year or so. the constrained 
market for capital seems set to 
continue. 

Gerard Baker 
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T he Swiss financial 
community is having 
a difficult hut produc- 
tive year. Profits, are 
hard to. come, by,- especially 
when compared with 2993. but 
a surprising amount of prog- 
ress is bdngr made towards 
consolidating and improving 
the financial centre's openness 
and competitiveness. 

Two years after the Swiss 
people rejected in a referen-' 
dam- the pathtowardslrrteera- 
tkm with the European Union, 
there is no moaning in the 

fhwnrial mmrmmitv about smy 
negative effects of Isolation. 

On the contrary, the talk is 
all of a continuing strong 
Inflow of investment funds 
from neighbouring ED coun- 
tries and of how. the new 
national electronic stock 
exchange will bring back dare 
trading volume from London's 
Seaq International. ■ 
Meanwhile, the unprece- 
dented proxy battle last month 
between Mr Martin Ebner, the 
maverick Zurich broker-fluid 
manager, and the board of 
Union Bank cf Switzerland has 
raised expectations that Swiss 
shareholders will take more 
interest in the governance of 
their companies than they 
lave in the pest 
It all points to a more lively 
fixture for FfaanzpUrtz Schweiz 
than many bankers would 
have hoped for a few years ago. 
If only business - would 
improve, Swiss bankers might 
even admit to being moder- 
ately co n t e n t 

After the boom last year in 
virtually every banking sector, 
it was to be expected that 
things would be tougher this 
year. The end of the dedining 
trend in interest rates and a IB 
per cent slide in stock market 
prices since the peak at the 
end of January have been par- 
ticularly paiwflil for the many . 
Hank* that specialise in fond 
management Sharp falls in 
income from own trading have 
Hpctwha the. to” ’ 

The accelerating pace of con- 
solidation among smaller 
regional banks bus intensified 
the straggle fra- market share 
in domestic commercial busi- 
ness, at the ps ppn»> of mar- 
gins. All three big universal 
Hanks , Credit Suisse, Swiss 
Bank Corporation and UBS, 
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Faraign banks In Zivich: NonHnanz Bank (above) and Bank Aud (right). Martin EZxier (Mow) took on Union Bank off Switeertand u^ph^nrys 

Open, competitive, 
lively - and Swiss 

Ian Rodger looks at how the country’s financial 
centre Is adapting to greater foreign competition and 
a future outside the European Union 




reported lower net interest 
income in the first nine 
•m onths of the year. - 
Fallowing the December 1982 
referendum vote a gainst join- 
ing the European Kfmifinrir 

Area, the Swiss government 
launched a programme urrilat- 
eraDy to harmonise laws with 
EU practice, wherever possible. 
In the fiannftfal area, the fruits 
of that effort are about to 
appear, much more quickly 
than many Swiss n* p«yted 
■ A new hanking law comes 
into force on January 1 that 
legalises assistance between 
Swiss and foreign hanks an 
administrative matters and 
permits foreign-owned hanks 


to provide information on large 
risks to their parents. 

It alsn simpHflPK flip process 

by which domestic hanks 
prove they are Swiss -owned 
and thereby anrttlad to use the 
word Swiss in their names. 
Henceforth,. large shareholders 
of hanks must disclose their 
holdings, and the Federal 
Hanking Commission has the 
right to diaenframfoiae those it 
considers ntosiniliK It was 

this reform that gmhnliteneri 

UBS in September to propose 
ranoving afl ownership restric- 
tions on its registered shares. 
■ An investment trust law 
also mmaa into force at the 
beginning of the year, sup- 


planting an antique law that 
does not permit the formation 
of many popular types of 
flmds. As a result, much fund 
business left Switzerland, 
mainly for Luxembourg. 

Until a few months ago, 
Swiss bankers cautiously pre- 
dicted that the main impact of 
the new law would be to 
encourage fund managers to 
set up their new investment 
funds in Switzerland. Now 
they think there could be some 
repatriation of funds from Lux- 
embourg as weH 
■ Next June, the Swiss stock 
exchanges will go electronic, 
uniting in one market the vol- 
ume that was hitherto dissi- 


pated over three regional 
exchanges. Most members are 
confident that there will be an 
tnf-roago in liquidity and a low- 
ering of transaction costs, 
which will encourage traders 
to bring volume back from 
London. 

Barring unforeseen problems 
in pa rliament, a new national 
stock exchange law w Cl come 
into force at about the same 
time , bringing with it impor- 
tant protections for investors 
and companies 

The inchnripn of a takeover 
code will remove the justifica- 
tion for severe restrictions on 
voting that still exist over 
many Swiss Shares. The direc- 


tors of Nestle,' where no share- 
holder may pywHco mn rf than 

8 per cent of the votes, have 
already signalled that they 
would propose removing the 
curbs once the code is in place. 

Meanwhile, the government 
has implemented three new 
measures to famUbita its fight 
against money launderers. 
Bankers now have the right to 
danmiTinp suspicious cli enta. 
Previously, such a move con- 
flicted with bank secrecy 
requirements. 

For its part, the g n v emmgnt 
now has the right to confiscate 
flmds found to be held in Swiss 

Hanka by nr immala . 

And membership of a crimi- 


nal organisation has became a 
criminal offence. That means 
that Swiss courts can cooper- 
ate with foreign prosecutors in 
cases involving the Mafia and 
other criminal organisations, 
without further specific 
charges being involved. 

AH these measures appear to 
be having positive effects. 
After a period in which foreign 

hanky were tending to close OT 

downgrade their Swiss bases, 
new ones are now being 
opened. 

The most m g m ffegnt recent 
expansion is probably that by 
Goldman Sadis, the landing us 
investment bank. Its Zurich 
operation, a small brokerage- 


based private banking branch 
in 1991, has moved Into fund 
management, institutional 
Mies and derivatives issuing, 
and has become a member of 
Die Zurich Stock Exchange. 
The staff now numbers more 
than 200 . 

Some German savings banks 
are planning to open Swiss 
offices because their clients 
fear that Luxembourg, now 
their favourite haven, will be 
forced to harmonise its tax pol- 
icies with those of other EU 
members. 

Unfortunately, these arrivals 
are unlikely to be enough to 
offset the massive personnel 
reductions that are expected 
<m the Swiss finan cial scene in 
the next few years. 

Mr Bruno Gehrig, a professor 
at the Swiss Institute for Bank- 
ing ar»d Finance in St GaUen 
and a member of the Federal 
Ranking Commission, said in a 
speech last week in Zurich that 
the retail banking sector, 
which now employs about 
90,000. would have to foil by as 
much as 20 per cent if it was to 
return to health. 

That process could happen 
quite quickly by Swiss stan- 
dards in the wake of the land- 
mark proxy battle last month 
between the UBS board and Mr 
Martin Ebner over the gover- 
nance of the bank. 

The UBS board won the bat- 
tle, which was ostensibly over 
its proposal to convert all reg- 
istered shares into bearer 
shares, at a dramatic extraordi- 
nary shareholders* meeting. 

But Mr Ebner received wide 
support for his case that the 
bank should improve its 
returns to shareholders by 
focusing more on its successful 
activities and scaling down its 
unprofitable domestic retail 
business. 

It is still too early to foresee 
all the consequences of the 
UBS-Ebner confrontation, not 
least because of potential legal 
appeals. But improving share- 
holder value is clearly a theme 
whose rime has come to Swit- 
zerland. 

Even Mr Gehrig used it to 
support his call far rationalis- 
ing the troubled retail sector. 
“The average domestic bank- 
ing operation does not make 
enough money to yield what 
shareholders require,” he said. 
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of a Swiss Bank 

Creativity 

in products combining performance and low risk 

Originality 

with an alternative approach to portfolio management for financial institutions 

Private banking, institutional fund management, trading, derivative products, 
investment banking. For your unique requirements, we offer 
tailor-made Ideas. 
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Let’s get it Wright, men.” 

To get their projects safely off the ground, investors with high goals know they have to team up with 
proven experts committed to the tasks at hand. Right from the start. That’s where Bank Julius Baer can 
help. We’ve been working together with demanding clients for over a century. Looking for a private 


bank that understands the rewards of 
teamwork iu international investing? 
Put a Baer on your side too. 
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BANK JULIUS BAER 

THE FINE ART OF SWISS BANKING 
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F or Switzerland's three 
big hanlring groups, CS 
Holding. Swiss Bank Cor- 
poration and Union Bank of 
Switzerland, 1994 wiE go down 
as a year they would rather 
forget 

This not just or even mainly 
because of the epic row that 
the UBS board and manage- 
ment have been fighting with 
the bank's largest and most 
critical shareholder, BE Vision, 
Rather, it is because of the 
startling JbQ in their gamines 
performance from the record 
levels achieved last year, and 
the subsequent questions 
raised about the quality of 
their management and 
earnings. 

On the common basis of prof- 
its before taxes and provisions, 
the UBS result in the first half 
was down 28.6 per cent to 
SFrL97bn, Swiss Bank Corpo- 
ration down 45 J. per cent to 
SFrl.lSbn and CS Holding, the 
group built around Credit Sui- 
sse, off 30 per cent to 
SFrLSTbn. 

The main cause of these 
profit slides bas been big 
declines in income from trad- 
ing, the money the banks make 
from dealing in foreign curren- 
cies and trading in bonds, 
shares and other securities for 


lan Rodger on the problems facing the country’s top banking groups 


books 


A bad year for the big three 
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their own account 

UBS was hit hardest, with a 
68 per cent plunge in trading 
income to SFr493m, and SBC 
was not far behind with a 63 
per cent fan to SFrSSTm. CS 
profit on trading was down 43 
per emit to SFri^7bn, 

The banks* leaders have 
been quick to point out that 
many of their international 
rivals, including J-P. Morgan of 
toe US and S.G. Warburg of 
Britain, fared far worse in the 
difficult conditions that have 
prevailed in global securities 
markets thfo year. 

Nevertheless, analysts have 
concluded that the overall 
quality of toe banks* eapwfngs 
is not what it used to be when 
trading formed a smaller part 
of their overall profits. And 
that ha? been a main reason 
for a downward rerating of 
their sharps , 

Bank Julius Baer, for 
example, sees the current 
prices of CS Holding as only 
10.3 times projected 1995 


earnings, about half a point 
lower than its rating a year 
ago. SBC has been similarly 
downgraded to 8JZ times. 
Baer's rating of UBS has held 
firm at 12.1 times, but that was 
distorted by toe effect of the 
recent proxy battle. 

The banks themselves insist 
that the sharp decline in their 
trading results this year is 
within, tolerable limits. It looks 
particularly bad, they argue, 
because last year was an 
exceptionally profitable year in 
this volatile area. 

They also say that they have 
little choice but to be involved 
in sophisticated derivative 
markets if they are to continue 
to be active in international 
corporate banking. 

The potential for that busi- 
ness is also coming under 
question. In the past few years, 
Swiss banks had a relatively 
easy tone because many big 
American and Japanese banks 
had retreated from the field. 
Now they are returning, and 


competition will become 
toughen 

The other disappointment 
this year has been in the 
domestic commercial hawlrirtg 
market There were hopes after 
the takeover by Credit Suisse 
of Swiss Volksbank last year 
that competitive pressures 
would ease and margins on 
retail and commercial fending 
could rise to profitable levels. 

However, this does not 
appear to have happened The 
continuing rapid consolidation 
in the regional bank sector 

has, if anything, intensified toe 

struggle for market share 
among the big banks. 

CS was again the wmin 
player in this process, with its 
SFriX&fim rescue package and 
agreed takeover bid for Neue 
Aarganer Bank (NAB), Switzer- 
land's hugest regional hank , in 
September. 

To make matters worse, both 
SBC and CS acknowledged that 
in the third quarter their hith- 
erto resilient commission busi- 


I t was probably inevitable 
that Mr Martin Ebner’s 
highly successful BZ 
banking group, in the 
headlines recently over its epic 
tussle with the board of Union 
Bank of Switzerland, would 
attract Imitators. 

So far, the most conspicuous 
one is the Bellevue group, 
built around a small 
brokerage house. Bank am 
Bellevue, established a year 
and a half ago in Zurich. 

lake BZ, Bank am Bellevue’s 
offices are in open plan on the 
top floor of a building that 
houses a downmarket 
department store. like BZ, it 
operates with only a skeleton, 
staff and concentrates on 
rigorous Wrwmraai analysis of 
top quoted companies for a 
small number of large 
institutional clients. 

These similarities are not 
accidental. BB, as it has 
become known, was formed by 
Mr Ernst Mfiller-MOhl and Mr 
Martin Bisang, former 
directors of BZ, and Mr JSrg 
Graf, Mr Elmer's successor as 
head of research at Bank J. 
Vontobel. 

Tbetr view was that there 
were still great oppo r tunities 
for revaluation of many 


Profile: BANK AM BELLEVUE 


Biotechnology’s 
new champion 


leading Swiss equities, partly 
as a result of the companies 
becoming more transparent 
about their affairs, partly 
because of an increase by 
Swiss institutions in their 
allocation of funds to equities 
and partly due to industrial 
restructuring. 

The Bellevue brokerage 
business, with a staff of 18, 
was an Immediate success, 
achieving a net income of 
SFr6m in its first five months 
of existence to the end of 1993. 

Also Hke BZ, the Bellevue 
group has diversified into 
investment fund management 
and sees there its greatest 
potential. Indeed, it achieved 
international notice earlier 
this year when its BB Biotech 
fond disclosed that its stake, 
in Biogen, a leading US 
biotechnology company, had 
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exceeded 5 per cent 

BB Biotech was set up by 
Bellevue last autumn in 
response to Its Swiss dtents 1 
demands for a vehicle that 
would give them exposure to 
the most exciting part of the 
pharmaceutical Industry 
without having to take the 
more h tnndn rm part as wdL 

The food's str a tegy - again 
similar to that practised by BZ 
funds — has been to focus on 
only a small number of pure 
biotechnology stocks. And 
Bellevue has used the limited 
company as a structure rather 
than an open or closed end 
trust 

Mr Bisang, who now heads 
Bellevue Asset Management, 
the group’s asset management 
arm, says the advantages of 
the limited company are that 
the shares can be listed and 
traded tike those of any other 
company and there has to be a 
clearly identifiable responsible 
board. The main disadvantage, 
tax liability for income and 
capital gains, can be 
minimised, he says. 

The initial public offering of 
shares in BB Biotech attracted 
SPr325m and the fund raised a 
further SFrl50m in February 
through a free warrants rights 
issue, making it one of the 
world’s biggest funds devoted 
to biotechnology stocks. 

At the end of August, nearly 
two-thirds of its money was 
invested in only two US 
stocks, Biogen and Geneutecb, 
with toe remainder in Amgen 
and a small new stake in 
Affymax, a California-based 
leader In combinatorial 
chemistry. 

fra c omm on with the whole 
biotechnology sector, the 
shares have weakened in 
recent months, bnt have 


remained well above both the 
average of US pharmaceutical 
shares and the CBOE biotech 
index, in spite of the strength 
of the Swiss franc against the 
dollar. 

Mr Bisang says BB Biotech 
win in future allocate up to 20 
per cent of its funds to second 
tier companies, mainly 
through participating In pri- 
vate placements. 

Inst summer, Bellevue Asset 
Management set up a second 
fund, BB Industrie Holding, 
showing its interest in Swiss 
industrial restructurings. Its 
first stakes were in companies 
specialising in textile machin- 
ery and office building con- 
trols systems, both sectors 
where the potential for consol- 
idation among Swiss players Is 
considerable 

The Bellevue group does not 
object to comparisons with the 
BZ group, but likes to think of 
itself as a step or two ahead of 
its mentor towards investor 
friendliness transparency. 

The identities of toe inves- 
tors in the group - all are 
directors rar employees - are 
disclosed and both the boards 
and the management of the 
brokerage house and the asset 
management arm are kept sep- 
arate. 

All the group companies 
have a single class share struc- 
ture whereas BZ entities have 
dual class structures, giving 
the core sbareholdas greater 
voting power with less invest- 
ment than other shareholders. 

Bellevue also has rather 
more distinguished external 
experts on its boards than 
does BZ. Mr David Baltimore, 
a Nobel prize winning biotech- 
nology professor at the Massa- 
chusetts institute of Technol- 
ogy, sits on the BB Biotech 
board. Dr Ernst Thomke, one 
of the developers of the 
Swatch watch, sits on toe BB 
Industrie board. 

Mr Bisang, who beads Belle- 
vue Asset Management, says 
the group has many more 
ideas for funds, but is waiting 
until market conditibns are 
more propitious. 


Ian Rodger 
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Swissca Securities Limited 


Swissca Securities Limited is the International Securities company of the 
Kantonalbanks representing the Group in the international capital markets 
and giving access to UK and European equity dealing through its membership 
of the London Stock Exchange. 


Swissca Holding AG, with its main offices in Berne (Switzerland), was 
established by the Kantonalbanks in late 1993 to provide quality focus for 
specialist financial services. This organisation is to group all fund, portfolio 
management and related international securities activities under one banner, 
with the “Swissca Group” being the driving force behind development of 
products in these areas and to bring synergy to activities. 


The group now combines assets under management in excess of Sfr.i2 billion 
and operates 36 funds domiciled in Switzerland and Luxembourg. 


Swissca Securities is a member of the SFA, London Stock Exchange 
and LS.M.A. 


Swissca Securities Limited, Ropemnker Place, 25 Rape maker Street, London, EC2Y 9 AS 
Telephone: 017! 826 MOO Facsimile: 0171 826 3080 


nesses, based mainly on tteir 
large portfolio management 
activities, had also weakened. 

This altogether unsatisfac- 
tory performance created a 
useful background for the 
extraordinary challenge by Mr 
Martin Ebner over the overa ll 
corporate governance of UBS. 

Whatever the ultimate result 
of the confrontation between 
Mr Ebner and. the UBS board. 
It is already dear that it will 
have a big impact an the 
future of all three Mg banks. 

When UBS announced that it 
would eliminate its registered 

B lwiys atiH wiwte a sfagfe rkww 

of bearer shares with no 
restrictions, it said, this would 
be a move that would he fal- 
lowed by other Swiss banks 

wnri rr fl p paniaa 

Both CS and SBC have two 
classes of shares and even 
more severe restrictions on 
voting them than UBS. At CS, 
no one can vote mare than 2 
per cent of the shares. At SC, 
only Swiss citizens and legal 
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entitles with residence in Swit- 
zerland and Swiss control can 
vote up to a maximum of 5 per 
cent of toe total share capital 

Paradoxically, while UBS 
Fonoved its restrictions to see 
off a challenge to its gover- 
nance from dissident share- 
holders. CS and SBC will prob- 
ably want to achieve the same 
end by retaining such curbs. 

CS has served its sharehnld- 
ers no better than UBS in the 
past decade and SBC has done 
much worse (see chart). But 
because, of toe voting restric- 
tions. it would be very difficult 


for anyone to rally enough 
shares to put real pressure on 
the directors of these banks. 

Nevertheless, it will also 
became increasingly hard for 
the banks’ directors to justify 
retaining the restrictions. As 
UBS pointed out. there will 
soon be other ways of assuring 
that ownership does not fall 
into undesirable hands. 

From January 1. banking 
law provisions, which restrict 
toe use of the word “Swiss" in 
hank n? mea . will be altered. 
Otatfl now, a bank bas bad to 
prove that at least half its capi- 


S offex, the electronic 
exchange for options and 
futures on Swiss securi- 
ties, has had a good year in 
spite of the poor performance 
of the underlying share mar- 
ket, writes Ian Rodger. 

And, that seems to be mainly 
because it offers investors toe 
opportunity to move quickly 
on both thA pot and rafl f sides. 

By the end of October, the 
number of option contracts 
traded on stocks by its 54 mem- 
bers was 15.3m, 14 per cent 
more than in the whole of last 
year. Option contracts traded 
on the Swiss Market Index 
(SMI) totalled sfim by the pnd 
of October, and Mr Otto NSgett, 
chief executive of Soffex, is 
forecasting 6.7m for the full 
year, a 20 per cent advance 
ova: last year. 

Volume in the first 10 
months on the futures contract 
on Swiss government bonds 
(CONF) was 680,000 co n tracts, 
more than three times the 
27UXX) traded in the whole of 
last year. “That is an astonish- 
ing figure by Swiss standards, 
taking account of the limited 
experience with these instru- 
ments," Mr Nageli says. 

As a result of the increased 
volumes, Soffex recently 
announced fee reductions for 


FUTURES AND OFTIONS 


Fees cut as trade rises 


next year, including a consoli- 
dation of fee zones from six to 
three. Fees on futures have 
also been cut, notably the 
physical delivery fee on the 
CONF fixture from SFr5 to 
SFr2. 

Soffex introduced a long- 
term (18 months) option last 
May. It is cm the SMI index, 
and so far accounts for only a 
small part of total SMI option 
trading - far example. 6 per 
cent in September. Mr Nfigeli 
says the open interest volume 
- 35,000 at the end of October - 
is a better indicator of its popu- 
larity as it is more of an invest- 
ment vehicle than (me for trad- 


ing. 

By contrast, the option on 
CONF fixtures, launched in 
January, has not been a suc- 
cess, with only some 50,000 
contracts traded since its intro- 
duction. "It is riifffenit to get 
people to buy an option on a 
derivative," he admit?; 

The exchange may introduce 
long-term options on individ- 


ual stocks, but will not launch 
any products until the integra- 
tion with the new Swiss elec- 
tronic stock exchange is com- 
pleted next year. 

Soffex attracted some criti- 
cism a year ago for halting its 
plan to permit cross-border 
trading, apparently because its 
directors wanted to postpone 
expansion until after the 
planned integration with the 
Swiss stock exchanges. 

However, last May. it created 
a Frankfurt access point 
through the Deutsche Thrmin- 
bflrse (DTB) and accepted three 
Frankfort-based banks as 
members. Similar arrange- 
ments with brokers in other 
countries depend on the atti- 
tude of regulators to the shar- 
ing of jurisdiction. 

The trend in Switzerland's 
two other derivative product 
markets this year bas sharply 
diverged. Participants in the 
over-the-counter market say 
that it bas continued to grow, 
but at a more moderate rate 
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tal is held by Swfr* Interests. 
Henceforth, only voting inter- 
ests of more than 10 per cent 
will be token into account. 

Moreover, the law will for 
the first time oblige sharehold- 
ers to notify the Swiss Banking 
Commission if and when they 
acquire stakes of more than 10 
per cent, 20 per cent 33 per 

cent and 50 per cent 

The commission will have 
the right to suspend the voting 
rights of large shareholder* if 
It considers their influence 
would hurt the proper conduct 
of the bank's management 

A liberalisation earlier this 
year of the law restricting for- 
eign ownership of Swiss prop- 
erty (and further steps pend- 
ing) also makes it less 
important for the hanks to bo 
able to prove majority Swiss 
ownership. 

CS refasc s to comment on 

the possible removal of voting 
restrictions, and SBC says no 
changes are foreseen. However, 
it is dear they have semi the 
signals. Mr Peter WuffU, chief 
financial officer at SBC, said in 
a speech three days after the 
UBS vote that the bank was 
trying to transform itself, jut- 
ting more emphasis on value 
for shareholders and less oo 
the size of its balance sheet. 
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than in 1993. As with Soffex, 
investors can buy products to 
take advantage of failing 
prices. "We ore very satisfied 
with the overall volume." a 
Swiss Bank Corporation deriv- 
atives trader in Zurich says. 

By contrast, the listed option 
market has had a terrible year. 
The value of listed options 
traded on Swiss stock 
exchanges plunged from a fren- 
zied SFr4.6bn as the market 
reached its peak in January to 
only SFr75&9m In October. 

OZ Holding, toe subsidiary of 
Mr Martin Elmer's BZ banking 
group, accumulated a loss of. 
SFri2.6m in the first nine 
months compared with a 
SFi2l.5m profit in the same 
period of 1993. Mr Ebner noted 
to his report to shareholders in 
October that the market was 
characterised by low trading 
volumes and low prices. 

Analysts say that the listed 
market is mainly for call war- „ 
rants, which anticipate price y 
rises to underlying shares. 
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fief & strong recovery in 
tfae first italf of tUs year 
. Lthe Swiss economy is 
taking a breather. Most 
.economic forecasters see this 
as merely a pause before more 
-rapid growth next year - but 
some fear it signifies a more 
durable.lnck of ; stamhuu 
The ascffltt of the- Swiss franc 
.this year, especially against 
the dollar, ■ has knocked 
company profits, provoked 
squeals of pain from industry 
and reinforced concerns about 
Switzer land*s long-term 

"deindustrialisation". 

Meanwhile, - much of the 
government’s “economic 
revitalisation” programme, 
launched after voters rejected 
Swiss membership of the 
17-nation European Economic 
Area in December 1992, is still 
on the. drawing board. 
Ministers are also struggling 
with mixed success to mend 
tattered rederal finances. 

On the face of it, the 
economy looks in reasonable 
shape after emerging from 
three years of recession, the 
longest since the war. National 
output touched bottom in 
mid-1993 and grew 24 per cant 
over the following 12 months. 

Investment in private housing 
and business equipment -has 
bounded ahead, though 
Industrial and commercial 
building remains depressed. 
Exports have been buoyant. 


Frances Williams looks at the reasons for the slowdown 

Economy pauses for breath 


Ummployineiit 

; Percentage of taeu- to* 08 ' 


boosted by renewed growth in 
Europe and especially in 
Germany which alone accounts 
for a third of Swiss goods «»nt 
abroad. Switzerland’s hahitnai 
balance of payments surplus 
set a new record last year of 
SFr27bn or 74 per cent of gross 
domestic product 

Inflation is expected to 
average under 1 per cent this 
year, an eight-year low. 
Registered unemployment, 
which reached a post-war high 
in January at over 168,000 - 5J2 
per cent of the workforce - has 
since fallen steadily to below 
160400. 

The economic slowdown this 
autumn has been wsmaj on 
the postponement of 
investment M/) nwt year to 
take advantage of the new 
value added tax to be 
introduced in January. Under 
VAT, businesses will be able to 
recoup tax on investment 
goods which they cannot do 
under the present sales tax. 

The majority of forecasters 
are predicting export- and 
investment-led economic 
growth of 24^54 per cent next 
year, up from about 1.5 per 


cent in 1994. 

Some, however, such as Mr 
Hans Kaufmann of Bank Julius 
Baer in Zurich, believe the 
pause shows that industry is 
already being priced out of 
export and domestic markets 
by the resurgent Swiss franc. 
Bank Baer has accordingly 
slashed its growth forecast for 
next year from 29 per rent to 
just L7 per cant 

O ther clouds on the 1995 
horizon are the uptick 
in inflation from the 
changeover to VAT. which 
could add L5-1.75 per cent to 
the consumer price index. 
Inflation is generally expected 
to average about 29 per cent 
next year, keeping real house- 
hold incomes and spending 
subdued. Higher unemploy- 
ment insurance contributions 
and a possible rise in mortgage 
interest rates will also have a 
dampening effect 
Meanwhile, government 
spending is being restrained by 
the need to cut the budget defi- 
cit, now running at about 44 
per emit of GDP for central and 
local government together. The 


federal deficit this year is put 
at just under SPrTbn, after a 
record SFrtAhn in 1993. 

Heroic attempts to cut spend- 
ing »Tiri raise extra revenues 
win still leave a projected gap 
next year of SFr69bn and 
smaller but still- substantial 
deficits in future years. 

Although these deficits are 
not high by European stan- 
dards, they are still worrying 
for a government which is 
used to balancing the books 
and which must submit key 
tax decisions to the electorate. 

For industry, however, the 
overriding concern is the 
strong Swiss franc. Largely 
reflecting its txaditRBial ha ven 
role at times of political and 
economic uncertainty, it rose 
nearly 16 per cent against the 
dollar in. the first 10 Tnnnths of 
1994, coming close to record 
highs touched two years ago. 

Ifte impact on profit margins 
has been dire, prompting 80 

small anti msdi rrm -fnzpd com- 
panies in October to appeal for 
an easier monetary policy to 
cap the currency. But the 
Swiss National Bank, one of 
Europe's most fiercely indepen- 


dent central banks, says it has 
no intention of relaxing its 
tight monetary stance intended 
to keep inflation low. 

“I don't think a relaxation of 
the monetary reins would be in 
the interests of the export 
industry in the madfnm term,” 
Mr Marinis Lusser, SNB presi- 
dent, said in October, arguing 
that H would risk rekindling 
inflation which would itself 
harm competitiveness. 

Indeed, many economists, 
including those of the OECD in 
Paris, believe the strong franc 
has paradoxically helped to 
boost the competitiveness of 
Swiss industry by forcing com- 
panies to cot costs and restruc- 
ture production. 

Since 1991 rapid productivity 
growth lias led to a fell in 
labour costs, making Switzer- 
land more cost-competitive 
against key trading partners. 
And on most counts Switzer- 
land still ranks among the 
world’s most competitive econ- 
omies, according to the latest 
report by the International 
Institute for Management 
Development and the World 
Economic Forum. 
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The downside has been a 6 
per cent drop in employment 
between 1992 and 1984. Unem- 
ployment, almost unknown for 

most of the post-war period, is 

set to become a permanent fea- 
ture of the Swiss economic 
landscape though it remains 
well below that of neighbour- 
ing countries. 

At the name time, Swiss 


firms have been creating jobs 
abroad, not only in mass-pro- 
duction facilities but also, 
more worryingiy. In high-tech 
activities. 

Mr Thomas Gasser, president 
of the Swiss Machinery Manu- 
facturers' Association, points 
out that half the research and 
development spending of Swiss 
industry is now directed over- 


seas, and that the production 
jobs that go with it are very 
unlikely to migrate back to 
Switzerland. 

Switzerland's December 1992 
vote on the EEA has also 
removed mudh of its attraction 
for foreigners who might 
otherwise have found it an 
easy stepping stone Into the 
European single market. 
Foreign direct Investment in 
Switzerland, which was 
running at between SFr3bn 
and SFrfJbn before 1992. fell to 
just SFrO.lbn in 1993. 

Meanwhile, to industry's 
dismay , the government's 
“economic revitalisation” 
programme remains incom- 
plete, with delays affecting all 
three planks of the 
programme. 

Switzerland's slow-moving 
legislative procedures mean 
the Gatt world trade pact will 
not be ratified until the middle 
of next year, months after 
other nations have done so. 
Bilateral negotiations with the 
EU on such issues as transport, 
research and public 
procurement finally begin this 
month but are likely to be 
protracted. 

Important measures to 
stiffen competition and 
improve efficiency in the 
domestic market, notably by 
tackling Switzerland’s 
numerous cartels, have yet to 
be considered by parliament 


T imes are ehangipg in the 
once-staid and tightly- 
controlled Swiss insur- 
ance market in the wake of 
increasing deregulation and 
intensified competition in 
Europe. . 

Switzerland's biggest insur- 
ers have recently taken aggres- 
sive steps to solidify their pres- 
ence at home and in world 
markets. Meanwhile, foreign 
companies have begun to mus- 
cle in on the SFr3flbn-a-year 
domestic insurance scene - not 
easy in a market which, after 
years of coey informal cartellis- 
ation between Swiss compa- 
nies, is one of the most concen- 
trated in Europe. 

In parallel with the elimina- 
tion last July of barriers to 
insurance business within the 
European Union, tariffs in 
most life and non-life sectors in 
Switzerland have now been 
freed. Fixed tariffs for compul- 
sory third party motor insur- 
ance will be scrapped from 
January 1996. ' 

Though the Swiss market 
remains profitable - the Swiss 
are the world's biggest spend- 
os on insurance laying out a 
staggering $3,000 a year each 
on p reratum s - it no longer 
provides the secure fir»mrial 
padding of old. Swiss insurers, 
like their European counter- 
parts, are looking both to cut 
costs and to focus more selec- 
tively on profitable market 
opportunities rather than pre- 


Insurance: a deregulated market 
faces competition from abroad 


Draught 
a cosy 

mhim volume growth for its 
own sake. 

That, in turn, wmtw produc- 
ing new and better products 
and selling them effectively. 
Those best suited to prosper in 
the new environment, analysts 
believe, will be the teg diversi- 
fied insurance campaniee with 
Bfffrfent distribution networks 
and low costs, along with spe- 
cialist niche players. For medi- 
um-sized companies with 
undifferentiated products, the 
prospects look dim. 

This was the reasoning 
behind the surprise announce- 
ment last September by Swiss 
Re, the world’s second-ranking 
reinsurer, to sell off its direct 
insurance operations to Alli- 
anz, the German insurance 
giant, and Winterthur, the big- 
gest insurer in the Swiss mar- 
ket 

The iiwii, worth more than 
SFrSJbn, will “almost halve” 
the 48 per cent of Swiss Re's 
total premium income from 
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world 
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The company is now free to 
concentrate on its more vola- 
tile but highly profitable core 
reinsurance business. 

Zurich Insurance Win- 
terthur, Switzerland’s largest 
primary Insurers, are seen as 
well-placed to take advantage 
of deregulation at himw and 

Foreign companies may 

have 10 per cent of the 

home market next year 

abroad. Zurich already does 
three-quarters of its business 
overseas (a quarter in the US) 
and Winterthur over half, 
mostly in Europe. 

That has not stopped them 
slugging it out in Switzerland's 
newly-liberalised SFrthn-a-year 
motor iTuairanrp market. That 
business is about to be trans- 
formed, after years in which, 
standard policies - often for 
five- or 19-year toms - were 
sold to customers by a network 
of local agents. 

Last spring Winterthur, the 
market leader, unveiled a new 
“modular” car insurance pol- 
icy, the “Strada", allowing cus- 
tomers to choose their cover & 
la carte. This was quickly 
trumped by Zurich Insurance 
which in July launched Zuri- 
tel, Switzerland's first cut- 
priced motor Insurance tele- 
phone safes operation. 

Zurich sees Zuritel as a fore- 
runner for direct selling 
operations elsewhere in Europe 
and in other branches of insur- 
ance. Some 20-50 per cent of 
insurance contracts in Europe 
may he sold in future by tele- 
phone or Interactive television, 
the company believes. 

Zurich is already having con- 
siderable success with direct 
sales by its newly-acquired 
British subsidiary, Zurich 
Municipal, which specialises in 
local authority Insurance. Win- 
terthur was an even earlier 
pioneer in direct telephone 
Sales through nhurrhiTl, now 
Britain’s second largest motor 
insurer. 

Smaller Swiss companies 
have also shown themselves 
game for a fight La Bdloise, 
Switzerland's fourth largest 
insurer, announced a d«>i this 
summer with the Swiss Tour- 
ing Club to offer cheap motor 
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insurance to its 19m members 
- half of Switzerland’s motor- 
ists. 

Elsewhere, a significant 
move was Zurich’s acquisition 
in September of a twnk, Zur- 
ich-based RQd. Blass, which 
specialises in securities trad- 
ing, broker business and 
investment consulting. The 

mmpany pin rue to US8 the bank 

to expand its asset manage- 
ment services, now that liber- 
alisation of life insurance reg- 
ulations allows insurers to 
offer investment trust-linked 
life insurance policies. 

Winterthur, meanwhile, has 
been buttressing its European 
operations. In January it suc- 
ceeded at its third a ite r i p t to 
secure a gi gntflwmt ghee of the 
huge and East-growing German 
market A complex deal with 
Commerzbank gave it control 
of DBV (Deutsche Beamten- 
Vereicherungskasse), making 
Winterthur Germany's 10th 
biggest primary in sur er. 

Then in September Winter- 
thur strengthened its position 
in southern Europe, agreeing 
to hoy for SFr355m Swiss Re’s 
direct insurance operations in 
Italy and Spain plus its stake 
(via its El via subsidiar y) in tfae 
Spanish group La Equltativa. 

Though Swiss insurance 
companies employ nearly twice 
as many people abroad as at 
hnrrw - 87,935 a gains t 48^19 in 
Switzerland at the end of last 
year - the domestic market 
has been a Swiss preserve. For- 
eign companies had a meagre 2 
per cent of premium business 
in 1962. Next year that propor- 
tion could be over W per cent 

The biggest foreign invader 
has been Germany’s A lli a nz , 
Europe’s largest insurer. At 
the start of the year, Allianz 
owned two small Swiss insur- 
ance companies with a com- 
bined premium income in 1993 
of just SFr27Qm. But in June 
Allianz bought a stake of over 
30 per cent in the Berner insur- 
ance group, a medium-sized 
company with 1 983 premium 
income of just ova* SFrlbn and 
a 5 per cent share of the Swiss 
nonJife market 

And in September it snapped 
up an even juicier morsel - 
Swiss Re's Elvia, Switzerland's 
fifth biggest direct insurer with 
9 per cent of the domestic mar- 
ket and premium income of 
SFr2.6bn last year. Allianz is 
also buying from Swiss Re the 
Verernte Group (ranked fifth in 
Germany with nearly SFi&9bn 
in anrmai premium income) 
an H an Italian company, Lloyd 
Adriatico. Elvia and Lloyd 
Adriatlco will be acquired 
through Allianz's Ttaiian sub- 
sidiary, Rkmione Adriatica di 
Sicurtfi (RAS). 

Earlier, AssicurazLani Gener- 
ali of Italy gained a controlling 
stake in Fortona, a small Swiss 
mmptmy mainly active in life 
insurance, and Alte Leipzlger 
of Germany took a 10 per cent 
stake in Helvetia as part of a 
cooperation deal. 

On the domestic front, too, 
Switzerland’s medium-sized 
companies are increasingly 
turning to partnerships to help 
them compete effectively. Hel- 
vetia and Patria have strength- 
ened their co-operation over 
the past year, as have Swiss 
Life and La MobiliAre, both 
mutual companies and respec- 
tive Swiss market leaders in 
life and non- life insurance. 

Frances Williams 


In private banking, the country is undisputed world leader 

Fund managers stay healthy 


If there were any doubts about 
the importance of private 
hanking - to the Swiss financial 
centre, they have been 
dispelled this year. 

At a time when profits from 
securities trading have been 
depressed by unexpected 
market turns, when new issue 
activity has been minimal, 
when margins on lending 
remain undo: heavy pressure, 
it is once again the 
commissions and fees from 

ftmd management - mainly for 

wealthy private clients - that 
are keeping many Swiss banks 
healthy. 

Take Swiss Bank Corpora- 
tion, for example. Its pretax 
p ro fi ts slid 45 per rant fo the 
first half of tins year, but com- 
mission income was up II per 
cent to SFrl-Mbn. At Union 
Bank of Switzerland, it was the 
sama story, with pretax profit 
off 28J5 per' cent to SFrL97bn 
but fffl nm wdnn income up 10.8 
per cent to SFr2.14bn. 

Although the big three uni- 
versal banks rank among the 
world's largest portfolio man- 
agers, private banking repre- 
sents only roughly a third of 
their activities. For many other 
Swiss banks, and virtually all 
of the foreign bank outlets 
except the Japanese in the 
country, it is vitaL 

For example, at Vontobel, 
the Zurich family-controlled 
bank, 55 per cent of consoli- 
dated operating Income came 
from commissions last year, 
and most of the rest of earn- 
ings from landing nud trading 
were generated from the pri- 
vate franiring business. 

Switzerland r emain s the 
undisputed world leader in the 
international private banking 
sector. Mr Bruno Gehrig, pro- 
fessor at the Swiss Institute for 
Banking and Finance at St Gal- 
leu, has recently revised 
upward his estimate of the 
total volume of funds held 
under management in the 
country to about SFriMXKton. 

Bankers generally agree this 
represe nt s about 40 per cent of 
all funds held by investors out- 
side t h eir home countries. 

In the past few years, leading 
banks from many countries 
have looked increasingly covet- 
ously on the international pri- 
vate hanking business, and 
many have either moved into 
it or invigorated existing units. 

Mr Raymond Baer, a director 
of Bank Julius Baer in Zurich, 
says this is not a surprising 
trend. *Tt is true that this is an 
attractive business in the long 
term. If you have a stable base, 
you can get a stable, mare or 
less riskless income. And we 
are all looking for that because 
the quality of oarrihipg from 
other banking activities is 
declining,'’ Mr Baer mcp latna. 

Another advantage of this 
business, and one which is 
probably to the fore in a year 
when financial markets have 
been depressed, is that most 
ctieuts are unlikely to make a 
fuss even If they feel that their 
funds have not been well man- 
aged. This is because they do 
not want to draw the attention 
of their home tax authority to 
the existence of their Swiss 
accounts. 


At first glance, the influx of 
non-Swiss banks to interna- 
tional private Kaniriwg might 
appear to be a threat to Swit- 
zerland’s domination. In fact, 
however, such is the reputa- 
tion of the country in this sec- 
tor that most of the newcomers 
feel the need to have an outlet 
there: 

Mr Walter Haydock, general 
manager of Goldman Sachs 
Bank in Geneva, which opened 
recently, says a base in Swit- 
zerland is essential for anyone 
seriously committed to intema- 


Other Swiss private bankers 
argue that the increased for- 
eign presence in Switzerland is 
an entirely positive phenome- 
non, apart from the pressure it 
puts on personnel costs. 

"The day they are no longer 
interested in Switzerland 1 
would be worried,’’ says Mr 
Thierry Lombard, a managing 
partner of Lombard, Odier in 
Geneva. Foreign hanks bring 
new ideas and prevent the 
Swiss from becoming insular, 
he says. 

Mr Jacques de Saussure, a 


Such is the country’s reputation In private 
banking that most non-Swiss banks feel 
the need to have an outlet there 


tional private hanking. 

“We like the infrastructure, 
the tradition and the high 
quality investing talent," he 
says. “Clients do not come here 
just far bank secrecy.” 

A more interesting question 
is whether an increase in com- 
petition from foreign rivals is a 
threat to the Swiss private 
banks. 

The Swiss themselves seem 
fairly relaxed, claiming that 
there have been periods in the 
past when foreign banks 
became interested in private 
hanking, but soon retreated. 

Banks that are not prepared 
to wait at least seven years Tar 
success should not even start, 
Mr Baer advises. “How many 
who enter this business are 
really willing to do that?” he 


managing partner of Pictet In 
Geneva, adds that the foreign 
banks introduce new clients to 
the Swiss market “Gradually, 
these people may become cli- 
ents of ours, too." 

For all its present attractions 
as a private banking centre, 
Switzerland’s future in this 
sector is not altogether secure. 

The banking community has 
been totally supportive of 
efforts to put into place a 
series of measures in recent 
years to discourage and prose- 
cute money laundering and 
funds with criminal connec- 
tions. 

However, the country's bank 
secrecy law, which is a main 
attraction for foreign investors, 
has inevitably been weakened 
in the process. The Swiss will 
still not cooperate with inves- 


tigations by foreign authorities 
into cases of tax evasion. This 
is because tax evasion Is a civil 
offence in Switzerland, but not 
a criminal offence. However, 
they will now co-operate in 
cases of tax fraud. 

Also, a few months ago, Mrs 
Carla del Ponte, the Swiss fed- 
eral prosecutor, passed on a 
request to the country's banks 
on behalf or the Italian authori- 
ties for information on the 
accounts of a number of Italian 
nationals suspected of involve- 
ment in drag money launder- 
ing. 

Swiss bankers balked at this 
request, saying it was too gen- 
eral and made at too early a 
stage in the investigations. 
Normally, legal assistance is 
provided only in cases where 
individuals have been duly 
charged with a criminal 
offence. 

“If this is allowed, then any- 
one can ask for anything," one 
Swiss tanker said following 
the request The Swiss Bank- 
ers' Association has appealed 
to the federal cabinet to block 
it 

In the longer tom, the Swiss 
may also have to face pressure 
from the European Union to 
desist from harbouring its tax 
evaders. As the average age of 
EU citizens advances, tax reve- 
nues of member countries are 
going to be squeezed anyway, 
so they will become more 
resentftil of an aloof neighbour 
that seems to profit from the 
stresses that they suffer. 

Ian Rodger 
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Ian Rodger profiles Pictet, undisputed leader of its tribe 

Secretive bank lifts veil 


Swiss hanks are notoriously secretive, the 
country's IS private banka especially so. 

These firms, with exotic names such as 
Mourgue d’Algue or tetndott Lonfat, are in 
fact private partnerships and operate 
under a special Swiss law which enables 
then] to keep information about virtually 
every facet of their business to them- 
selves. 

No balance sheets or income statements 
ever emerge from these banks, and the 
partners - whose liability for their firm’s 
problems is - rarely talk in any- 

thing but the most general terms about 
their business. 

They are, of course, supervised by the 
Swiss Federal Banking Commission. That, 
plus a long tradition of competence, has 
tended to satisfy their core customer base, 
the world's so-called high net worth indi- 
viduals. 

Undisputed leader of this tribe is Pictet 
& C3e of Geneva, with a staff of 900 and 
offices in Zurich, London, Tokyo, Hong 
Kong, Montreal, Nassau and Luxembourg. 


Pictet has about $30bn in funds under 
TTMnagwp ept. ranking it the largest fund 
manager in Switzerland after the three Mg 

Universal hanks It aTen realms to act 3S 

global custodian for $45bn, which includes 
most of the tends under management 

Until recently, Pictet, which was 
founded in 1805, has been among the most 
secretive of the private banks, but now 
that its business is becoming Increasingly 
international, ft has begun to lift the veil 
on its activities and strategies. 

The firm, with assets of over SFr2fan, is 
owned, directed and managed by its seven 
partners (an eighth is due to be 
appointed). Not all have connections to the 
Pictet family. Deliberately, the age range 
is wide, from early 90s to early 60s. “if you 
have seven of the same age, they will be 
rivals,” says Mr Jacques de Saussure, one 
of them. 

Shares in the partnership are sold at par 
to new partners and bought hack at par 
when they retire. Young partners are 
awarded extra dollops of the firm's profits 


to help them build up their share stakes. 

The partners meet every working morn- 
ing to review problems large and smalL 
Mr de Saussure says important decisions 
are made by friendly consensus. “It is very 
lonely to be a chief executive in a com- 
pany, when we have a tough problem, we 

are all in it together." 

Pictet's main policies, similar to those in 
other Swiss private banks, are to eschew 
ri f uwr g ifiPMHnn, debt, trading for the film’s 
account and acquisitions. Sometimes, this 
makes it look overcautious, but this year 
when many other banks have taken a 
beating on own trading, Pictet is purring. 

Highly qualified young people are 
sought - fluency in three languages is a 
prerequisite - and trained to be team play- 
ers. “We do not want any stars or gurus.,” 
says Mr Charles Pictet, another partner. 
The firm likes to control every aspect of 
the process of investing client funds, from 
research to custody. 

With these cautious policies, change 
cannot happen quickly. Until the early 



Pictflfs Geneva lobby is graced fay tin vintage ear, eymbaBsing aX one aspects of Swiss banking 


1960s, Pictet was active only in private 
banking and mainly for European clients 
seeking to avoid fora* in their hnmo coun- 
tries. It then set out to broaden its base. 


developing from scratch an institutional 
fond management business and searching 
wider for private clients. 

It has tnkpn a generation to achieve 


these goals. From its London base, Pictet 
“ wvTrecogmsed by US tnstiwttow for 
its expertise in emerging marwte and on 
small capital stocks to EwipB- pA-tab- 
don office manages some »5wi in funds. 
The firm also has a big institutional busi- 
ness in Switzerland and teds well placed 
to offer its services in neighbouring Euro, 
peon countries if and when their pension 
schemes become capitalised. _ 

Mr Pictet says the bank s private c Items 
come from more than 60 countries today, 
compared with only eight 3D years ago. 
Sendees are offered in 12 JanRuaws. 

More recently, the firm has polished up 
its Swiss equity brokerage ana global cus- 
tody departments to be Internationally 
competitive. One impact of this broaden- 
ing of activities has been to reduce sub- 
stantially die firm’s dependence on private 
banking for tax-evading Europeans. As 
many analysts foresee growing pressures 
on Switzerland from its neighbours to give 
up tax evaders, the move appears sensible. 

Mr de Saussure says only that the part- 
ners are pleased with the broadening 
because it has opened up much greater 
opportunities for growth. “The pie is grow- 
ing. the portion of the pie that to going 
Into asset management is growing even 
foster. We can take a bigger market share 
and we hove a strong Income with which 
to finance our growth,” he says. 
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N ext June, the Swiss 
stock market goes elec- 
tronic. 

Nothing particularly excit- 
ing about that, one might say. 
Stock exchanges around the 
world have been doing that 
since the late 1960s when pro- 
grammers at the Toronto 
Stock Exchange discovered a 
way of making a computer 
behave like an auctioneer. 

The Swiss, ft would seem, 
are slow as usual in adopting 
useful inn o vations. 

That is true, but it is not the 
whole stray. The Swiss have 
also achieved a significant 
technical and practical 
advance to the design and 
operation of electronic 
exchanges. 

The Swiss exchange will be 
the first that carries out 
trading, settlement and 
clearing in real time. This is 
no mean feat, as those in 
London Involved with the 


Taurus project, abandoned two 
years ago because of the 
technical difficulties of 
integrating trading and 
settlement, would attest 

Its importance, apart from 
cost savings and reduction of 
the possibility for errors. Is 
that it removes the risk that a 
party to a transaction can suf- 
fer significant losses because 
of delays in settlement It also 
eliminates the risk that one of 
the parties wifi default during 
the settlement period. 

The Swiss hope that this 
feature alone wOl encourage 
traders to bring back some of 
tiie volume In Swiss securities 
that has been carried over to 
other exchanges, especially 
London’s SEAQ Internationa]. 

The other big benefit for 
traders that should come from 
the electronic exchange is 
liquidity. At the moment, 
domestic trading is spread 
among three exchanges in Zur'- 


Progress in electronics on the stock exchange 

The real time breakthrough 


iefa, Geneva and Basle. With 
improved liquidity, spreads 
should narrow, provi di ng bet- 
ter prices. 

Mr Bernhard Saner, project 
director, says there is already 
a double-digit queue of foreign 
banks, led by Deutsche Hawk 
of Germany, wanting to join 
the new exchange. The direc- 
tors decided last year not to 
accept any new members until 
after the system was up and 
running. 

Goldman Sachs of the US, 
the last hank to get through 
the door before this freeze 
came into effect, is eagerly 
looking forward to the open- 
ing. “We think there will be a 


myriad of opportunities with 
the electronic exchange," says 
Mr Walter Haydock, general 
manager of Goldman Sachs 
Bank in Zurich. “The Swiss 
market is fourth largest in 
Europe." 

There is much speculation 
about how the electronic 
exchange will affect trading 
behaviour. The most impor- 
tant change wifi undoubtedly 
be a reduction in the influence 
of certain brokers, particularly 
those of the three tog univer- 
sal banks and Mr Martin 
Ebuer’s BZ Bank, on price 
movements. 

The big three, Union Bank of 
Switzerland, Credit Suisse and 


Swiss Bank Corporation, 
together account for more 
than half of all trading on the 
Swiss exchanges today, with 
BZ Bank accounting for about 
a fifth. 

In times of active markets, 
traders from other hnnks inev- 
itably watch and take their 
lead from the actions of these 
tog players around the rings. 
This gives the Mg banks extra 
power in the market 

By contrast, when they work 
on the electronic exchange, 
traders will not necessarily 
know who is offering or buy- 
ing shares. The decision to <fis- 
dose one’s identity in a trans- 
action is optional, and the 
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expectation is that most trad- 
ers will not “A tew may pot 

thoir itaiwpg np for marlin rea- 
sons,” Mr Saner says. 

Paradoxically, however, the 
electronic market wifi be more 
transparent than the open out- 
cry rings because dealers wOl 
be able to see all the orders 
concerning a given security at 
any moment On very large 
orders, a trader wifi not have 
to reveal the full volume 
involved, but he wOl have to 
insert a symbol indicating he 
arm* to Sell more *han he has 
showing. 

Mr Elmer, who opposed the 
conversion to an electronic 
system, fears that without the 
atmosphere of a true market, 
volume on the new exchange 
will dwriine and spreads wfil 
widen. 

I t also ranatos to be seen 
how much trading will take 
place off the exchange. 
Members have agreed that 
only very large transactions 
can be executed privately. 


Also, the big banks will no 
longer be allowed to practise 
in-house clearing or delay 
reporting off exchange deals. 

Mr Sauer says he would 
have preferred to see bankers 
obliged to put all t ransacti ons 
through the exchange. “But 
my theory is that if this 
exchange turns out to be as 
efficient as we think It will be, 
then the clients will want to 
come anyway.” 

But will it all really happen? 
Are there still possibilities for 
hic c up s before next June? The 
designers, a team put together 
by the Swiss stock exchanges 
themselves, are very confident 
that they can bring the system 
in on time and within its 
SFrSOm budget. 

For one thing, the electronic 
settlement and clearing 
systems are already in place. 
The only new element to the 
system is tire exchange itself. 
For another, the system has 
been up and running for sev- 
eral months already, and com- 
prehensive training pro- 
grammes are under way. 

Still, they are taking no 
chances. Last month, they 
agreed to delay the Introduc- 
tion by 10 weeks to allow 
member firms more time to 
develop their own software. 
And the introduction will be 


staggered, with foreton equi- 
ties being the first to go lire 
on June 2. followed over the 
next few weeks by Swiss 
shares and bonds. 

Soffex futures and options 
are already traded electroni- 
cally, and they wifi be tote- 
grated into the new system hi 
1996. enabling users to do 
combined trading between 
underlying securities and 
derivatives. 

The larger ecownaic conse- 
quences of the start-up of the 
new exchange are difficult to 
assess. All three existing phys- 
ical exchanges to Zurich, Basle 
and Geneva will dose. 

Basle is likely to be hurt Use 
most Its most active members 
will simply move to Zurich 
which Is only an hour away. 
Geneva will lose the big bank 
traders based to the dty, as 
the big three will concentrate 
their forces in Zurich. But 
leading Geneva banks, such as 
Pictet & Cle, will pull baft 
their Zurich staffs to Geneva*. 

“It is good for Geneva.” says 
Mr Jacques de Saussure, a 
Pictet partner. “Under the 
present system, Geneva was' 
fighting a losing battle against 
Zurich. Now we wlH have a 
more level playing field." 

f Ian Rodger 


The future of regional and cantonal banks 

Pressure to consolidate 


Switzerland's regional and cantonal banks 
continue to bear the brunt of the pressure for 
consolidation in the country’s banking industry. 
Both sectors are now taking an new shapes to 
try to secure places in an increasingly compet- 
itive, liberalised mvirroiment 

The regional and cantonal banks (the latter 
are owned and guaranteed by cantonal govern- 
ments) have long played a rede in the country’s 
M-nnnmlp. fife that goes beyond their size. 

At the end of 1993, the cantonal banks accoun- 
ted for just over a fifth of all banks’ total assets, 
the regional banks 6 A per cent But together, 
they provided mare mortgage loans than the big 
universal basks that accounted tar half of the 
industry’s total assets. 

They are also key lenders to small and 
medium-sized businesses, bringing a local 
sensitivity to the needs of entrepreneurs that 
the larger national institutions sometimes tank. 

However, excessive lending by many of these 

institutions in the 

easygoing 1980s led to a 
refinancing squeeze in 
the early 1990s when 
the Swiss National 
Bank pushed up Short- 
term interest rates to over 9 par cent 

The collapse of a small regional bank, the 
Spar-und Leihkasse Thun. In October 1991 
roused the Swiss to realise that this squeeze bad 
reached crisis proportions. The number of reg- 
ional banks tumbled from 185 at the time of the 
Thun collapse to 138 in February of this year. 

In the wake of the Thun affair, the hanking 
fraternity, concerned about the international 
Image of the Swiss financial centre, put in place 
a rescue net to prevent further fiascoes. All the 
subsequent departures have been either due to 
agreed mergers or takeovers by other regional 
banks or by one of the big universal banks. 

However, this trend did not augur well for the 
future of the regional bank movement. Last 
February, the sector’s leaders tried to stop the 
rot by proposing a new central organisation. It 
would aim at improving the competitiveness of 
member banks by pooling their efforts to both 
financial and infrastructure services. 

Even more important, a central surveillance 
body .would root out the problem cases, 
providing the public with an assurance of the 
soundness of the member banks. 

The plan was widely welcomed, but even as 
members were being canvassed, more were 
bemg- gobbled up. By the time RBA Holding, the 
main central body, was formed in September, 
only 98 banks with combined assets of SFr45bn 
were willing and able to participate. 

A few weeks later, RBA-Finanz, the 
surveillance body, was set up and h»« hnan 


The banking fraternity, concerned 
about the image of the Swiss financial 
centre, has put in place a rescue net 
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pramining problem cases. By the end of the 
year, the old Union of Regional Banks win be 
dissolved. Of those not joining the new RBA 
group, a few believe they can cany on alone, 
but others are likely to disappear In the near 
future. 

The next steps are the creation of central 
financial and infrastructure service organ- 
isations, which wifi enable the organisation to 
be up and running at the beginning of next. 
year. 

Among cantonal banks, the same trends can 
be seen. The Berner Kantonalbank has been the 
sector’s biggest disaster case, having made large 
loans to fugitive bankrupt financier Werner K. 
Rey in the 1980s. The cantonal government bad 
to inject new capital last year to prevent the 
bank from collapsing. 

This year, the Solothurner Kantonalbank has 
been in difficulty, and for the first time, a 
private sector bank. Swiss Bank -Corporation. 

has made a bid to 

rescue it The cantonal 
government and 
parliament have 

approved the., sale, 
recognising that it 
would cost SFriJttm to restructure it In the 
usual Swiss way, the people of Sotothurn woe 
to vote cm the SBC bid on December 4. 

Other cantonal governments, notably that of 
Zurich, are beginning to wonder if there is still 
any need fear them to back a bank, raising the 
possibility of more privatisations in the near 
future. 

Early this year, the two Geneva cantonal 
institutions, Banque hypothecate du canton de 
Gen6ve and Caisse d’6pargne de la R6pubSqne 
et canton de Geneve, merged, creating an 
institution with total assets of SFrlATbn as at 

the end of 1993. 

In the canton of Vaud, Banque Can to na te 
Vaudoise and Credit Fonder Vaudois agreed to 
October to merge next year, creating Swilzer- 
land’s fifth largest b ank with total assets of 
some SFr30bn and strengthe ning the position of 
Irfuis a nne as a regional financial centre. 

Lite the regional banks, tire cantonal banks 
are trying to cut costs and improve services 
through pooling of resources. Up to now, there 
have been various ad hoc groupings for v a ri ous 
purposes, but analysts expect two constellations 
gradually to clarify. 

One, for German-speaking S wi t zer land, will be 
built around the huge Zdrcher Kantonalbank, 
which had total assets of SFr&L5bn at the end of 
1993, and the other around the Banque Canton- 
ale Vaudoise. 

Ian Rodger 
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Kidder Peabody 
.. pulls outof Japan 

*2,^ Totyo’e becabmd financial markets suffered a 
^:-'v fiff&er setback yestatiay-when Kidder Peabody, 
•Sgjk the US securities company, announced that it was 


ly&m. Urn fZ? i 5 r,:7,rrs ii ^ (SR, the Austxaftan-bufrfing products, sugar and 
"Mdtto* L-lr’ . ' •“ *Va a l uminfam group, yesterday ann ounce d ft 30 per 

'•ii ffatti neat rise in interim after-tax profits to A|22&2m 

.’ . \ - j i( y' (US$iS7m) and forecast that fall-year figures would 
**r*-**n^~ ,. ‘ r *n show a “substantial improvement over the previous 

\ year'. Page 21 

M.MMm rhTw * 1,h L. Tokyo SE techang* ttstingniles 

Iff 4 »Mt tti Jun-V** •u??' , H»e Tokyo Stock Exchange isset to make its first 
■HMs. B c\[ <1 *' * serious response to the haemorrhage of intema- 

fe.'- j W M i W t+irr, a %Tt *i A ttonal fina n cial business from Tokyo- Later ibis 
tktajdaat Snlifv i ' nwnth the TSE will announce sweeping changes to 
Hmmftom n* J, r^'w its notoriously prohihifivB roles that prevent many 
MV,- nth companies from listing. The aim is to revl- 
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•M**nnpiv fiucer of geothermal energy. Page 19 

22?* 11 K.*wj Fad in new Issims hfts WaH Street fees 

The fees WaD Street investment banks.eam nnder- 
ilir- K" - b ' lsrd « writing stock and junk bond offerings have fallen to 
!? r r * 4 ’ s «n* »£; tal all-time lows this year because of tha sharp down- 
UMjf ■ -irn** Ln ^ turn in business activity, according: to aJNfew Jer- 
C- sey-based financial information group. Page 19 
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“J ; •» rr>v ' “ * Scottish & Newcastle, the UK beer and leisure 

y } "7 , * groig), has increased interim pre-tax profits by 28 

fttiiV *5* per wmhdpedby astrongfixBt-timeccmtributioni 
'ift from the Chef & Brewer pub chain acquired from 
\ Grand Metropolitan a year ago. Plage 25 

tbili'. V a * t ;? 1 M e d ewe ln buy US ana o ethe t l c makar 

■Mri .t Medeva. the acq msi tfve OK drugs group, yesterday 
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; M c d eee to iny IIS aneeethetfc maker 

l Medeva, the acquisitive OK drugs group, yesterday 
• announced plans to acquire Inhalon Pharmaceuti- 
cals, the US anaesthetic tTMrYnftiH iirH^ for 954m. 

' Page 24 

> HuntorPilnt nrnt Quebecor approval . 

HtmterPrmt Group, the debt-faurdeued OK printing 
company, yesterday waned shareholders that fell- 
tire to badr an agreed takeover by Quebecor Print- 
ing, North America’s second-biggest commercial 
i printer, could force it to appoint receivers. Page 26 

! National Home Loans returns to profit 

National Hume Loans, the UK centraBsed mortgage 
lender, has recorded annual pre-tax profits of 
£11. to (918.7m). K was the group's first profitable 
year since 1990. Page 25 
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South Africa to launch $ 500 m bond 

By Graham Bowley in London watched by major South African rowed on the VTTtpmatinnni mar- maturity. This compares with a Poor’s, the other major US rating m 

and Mark Suzman In companies and institutions as a kets before, this is the first time margin of about 175 basis points* agency, awarded a sub-invest- WTltPC 

Johffltnosbupg measure of the acceptability of it has been able to app roach the available on Greek bonds of a ment grade rating, albeit with a Tv i 

South African bonds on the US market directly. simiiar maturity. Mexican debt is positive outlook. 

South Africa is to return to the giohal market and of confidence The bond offering is expected trading at about 900 basis points The launch follows the ccanple- /1AIX7T) I ] 

international capital markets fids in the economic policies of the to be launched either today or over US Treasuries. Both conn- tion yesterday of a series of VlvJ TT U Vy 

week with the launch of its first new government tomorrow. Goldman Sachs and tries have a similar credit rating investment presentations in Asia, _ - _ # 

internatiODal bond ofering since The state-owned electricity util- Swiss Bank Corporation, the to South Africa. Europe and the US by a South Ifiu*** 

the end of apartheid. ity Eskom and telecommunica- banks lead-managing the deal. Earlier this year, South Africa African delegation, including Mr llUlilXUw 

The 9500m global offering of tion$ company Telkom as well as were last night to com- was awarded an investment Chris Liebenberg, the finance 

five-year bonds is likely to pave several private companies are matt on the pricing of the bonds, grade rating by Moody’s, the US minister: Mr Alec Erwin, bis dep- By Christopher Brown-Humas 

the way for a flood of new issues expected to approach the interna- but the market expects a mice credit rating agency. Japan's Nip- uty; Mr Chris Stals, governor of in Stockholm 

from other South African borrow- 
ers in both the public and private 
sectors. It is being closely 


watched by major South African 
companies and institutions as a 
measure of the acceptability of 
South African tends on the 
global market end of confidence 
in the economic polities of the 
new government 

The state-owned electricity util- 
ity Eskom and telecommunica- 
tions company Telkom as well as 
several private companies are 
expected to approach the interna- 
tional capital markets over the 
next few months. 

Although South Africa has bor- 


rowed on the hTtemattimni mar- 
kets before, this is the first time 
it has been able to approach the 
US market directly. 

The bond offering is expected 
to be launched either today or 
tomorrow. Gol dman Sachs *»d 
Swiss Bank Corporation, the 
banks lead-managing the deal, 
were last night imahfc to com- 
ment on the p ricing of the bonds, 
but the market expects a price 
about 170 to 200 bass points (L7 
to 2 percentage points) over US 
Treasury bonds of the same 


Airtours profit soars to £76m 


NNk Stilt*-* I ’ ■ manm au am, win hh nuance sweeping cnanges 10 

MN 1*V 1 , io its not«iouslyprohihitivBrale8 that prevent many 

hH «n» foreign companies from listing. The aim is to revi- 

I in tbn taHsethe virtually moribund foreign companies seo- 

m* «W*» intn uui > V tion of the exchange. Page 21 

b*. rotnbtr.i^ V. A ^ Stommunef* car rt a rione worry rivals 

uhdrriiip,. ^ fc Samsung yesterday formaBy^ilied for govem- 

ment approval to begin passenger car production by 
ml* Thr ; 3T£> ^ 1898 tea move that cmild prove risky for South 

fear wHtm n , ‘ K f n ^. Korea’s aecanA largest industrial group and the 
nation’s <ar industry. Page 20 

JJf ***** CaUfonOa Wocrgg *0 acquln rhni 

yw h»i r\i hating ^ 7^ Uatifaraia Energy is to buy Magma Power, another 
NN and iwnrva ^ ^ ^Si Californian power supplier, in an increased bid 
*** «u!r .> [\iri K Z* worth 9960m. The agreed deal creates what is 
it* thOBL U\ ft,.*] 'a* clanned to be the world’s biggest independent pro 








Going Placest Airtours chairman, David Crossland (centre), and managing director, H u g h Cofflnson, 
check in with staff at a hrandi in Holborn, London. Airtours reported hifeher full-year results. Page 22 

Peter Montagnon looks at the challenge posed to 
traditional bank lending by growing debt markets 


I nternational banks have 
grown used to regarding Asia 
as. one of the last regions of 
the world where they can still 
lend money for a good retain. 
The process of securitisation 
which .has seen their best cus- 
tomers in the US and Europe 
drift away to the tend markets 
has been slow to take hold. Now, 
however, even Aria is starting to 
catch up with the times. . 

Thailand 's introduction last 
month of new arrangements for 
trading domestic bonds and the 
recent launch by Wharf (Hold- 
ings) of a HKffJSbn (USJ297m) 
floating rate note issue in the 
Hong Kong market are signs of 
the way debt markets are grow- 
ing in importance around the 
region: The latter broke new 
ground as the first issue ty a 
commercial borrower eligible for 
discount by the Hong Kong’s 
Monetary Authority. 

According to Mr Andte Lee erf 
Peregrine Securities, the Hong 
Kong investment bank, the value 
of paper outstanding in Asian 
debt markets outride Japan has 
doubled to more than US$500bn 
in the last five years. Mr Lee says 
it could easily double again in 
the next five years. 

No one pretends that such 
rapid growth is an immediate 
throat to bank tending business, 
but there is now a growing 
awareness among banks them- 
selves that their business is fac- 
ing a serious long-term c ha ll eng e. 

“Hongkong Bank and its ilk 
will find the going a great deal 
tougher than they have tradition- 
ally found it Looking ahead five 
years, bank balance sheets wifi 
look quite different Straight debt 
wifi be a much smaller compo- 
nent,’* says Mr John Mulcahy of 
UBS Securities. . Driving the 
development of bond markets is 
the need in many countries to 
mobilise private sector finance 
for infrastructure development 
The requirement to use domestic 
savings more efficiently is 
prompting governments to 
deregulate financial markets and 
establish alternatives to tradi- 
tional bank finance. 

Mr 'Prasaru Tralratvorakul, 
deputy secretary-general of Thai- 
land’s Securities and Exchange 
Commission, says local hanks 
currently earn handsome mar- 
gins of about 4 per cent on aver- 
age. Together with finance com- 
panies they provide about 80 per 
cent of the funds needed by busi- 
ness. “From an efficiency point of 
view we don’t wish any institu- 
tion to have a dominating role.” 

As competition grows, banks 
will see a fidi in their interest 
margins, says Mr Graham Catter- 
weli of Crosby Research, “proba- 
bly not a dramatic fell, but a pro- 
gressive erosion over time”. But 
margins m landing to smaller 
companies wifi remain high and, 
with affluence increasing, Thai 
banks will be able to make up 


Intermediaries 
find role under 
threat in Asia 


lost Income by developing retail 
business. 

Some leading banks remain 
relaxed about the impact of the 
changes. Mr Tom Dunton, head 
of corporate banking at Standard 
Chartered in Hong Kong, say s 
the scope for borrowers to secur- 
itise their debt is limited. 
“There’s only a handful of invest- 
ment grade c omp an ie s that can 
do what Wharf chd.’’ 

But Hongkong and Shanghai 
Bank admits to the need for 
change. Mr Paul Sel way-Swift. 
executive director, says it is put- 
ting mate resources into invest- 
ment banking precisely because 


The value of paper 
outstanding in the 
Asian debt market 
has doubled in 
five years 


it believes securitisation wifi take 
l ending business away from 
banks, a process known to bank- 
ers as disintermediation. 

“If we want to do the volume erf 
business we think is desirable, 
we are going to have to be some- 
body who disintermediates, 
rather than somebody is disinter- 
mediated against,” he says. 

Stock market analysts worry 
about balance sheet growth, but 
in the medium term, says Mr Sfel- 
way-Swift, borrowers’ require- 
ments will become so large - he 
puts China’s infrastructure needs 
at $300bn between now and the 
end of the century - that even 
Hongkong Bank cannot satisfy 
them with its own balance sheet 

“We are just going to have to 
take a lot of our clients to the 
capital markets," he says. 

Mr Selway-Svrtft is relaxed 
about the impact of tins change 
on his bank's Tgnrifag business. 
Thera are so many fast-growing 
companies in Asia that new cor- 
porate borrowers will emerge for 
the banks as test as tile estab- 
lished ones move over to the 
securities markets. 

Not surprisingly. Peregrine, 
which took a strategic decision to 
st r en gthen its band department 
fids year, takes a different view. 
“We feel the Asian debt market is 
going to absolutely explode in 
terms of volumes." says Mr 
Philip Tose, its chairman. 

Asian companies are stiE often 


family controlled, but when they 
are expanding rapidly, they need 
more new capital than their own- 
era are willing to provide. So they 
are pushed towards debt mar- 
kets, rather than dilute their 
ownership, he says. 

None the less, there are some 
serious obstacles in the way of 
the development of debt markets 
and their use to finance infra- 
structure One is the fact that a 
securitised structure is often 
inappropriate for a project in, 
say, transport or power, which 
will take years to generate any 
cash. Another, more general, dif- 
ficulty lies in developing second- 
ary market trading. 

Bankers regard Thailand, Mal- 
aysia and Indonesia as particu- 
larly well-placed to develop 
domestic debt markets because 
they have fully convertible cur- 
rencies. Yet all three countries 
lack liquid government issues 
which can act as a pricing bench- 
mark. Indeed, says, Mr Mohamad 
Munir, chairman of Malaysia’s 
Securities Commission, the stock 
of government bond paper in his 
country is steadily depleting. 

In Indonesia, worries about the 
authenticity of cer tifi c at es have 
slowed secondary market deal- 
ing. But Mr Bacelins Ruru, Jak- 
arta’s top securities regulator, 
says this is being tackled by the 
introduction of book entry trad- 
ing. Indonesia wants to wean 
institutional investors away from 
fixed-time deposits at banks, he 
says. like Malaysia it is estab- 
lishing a domestic credit rating 
agency to help build confidence 
in its bond market 

Bankers say the scope for 
securitisation is large even In 
countries which do not have fully 
convertible currencies, witness 
ike flourishing commercial paper 
market in Taiwan with outstand- 
ing issues equivalent to more 
than SlObn. China’s bond market 
is relatively small but it still 
offers investors a return much 
higher than they can receive 
from bank deposits. 

To some extent, the speed at 
which domestic debt markets 
grow will also depend on the 
readiness of governments to open 
them to foreign investment 
Ka-nks. Even if they are slow to 
do so, however, most bankers 
assume that regional debt issu- 
ance In US international curren- 
cies will continue to grow apace. 
“Nothing will stop it,” says Mr 
Tose. “The demand for fimdmg is 
going to be so great.” 


maturity. This compares with a 
margin of about 175 basis points* 
available on Greek bonds of a 
similar maturity. Mexican debt is 
trading at about 200 basis points 
over US Treasuries. Both coun- 
tries have a similar credit rating 
to South Africa. 

Earlier this year, South Africa 
was awarded an investment 
grade rating by Moody’s, the US 
credit rating agency. Japan’s Nip- 
pon Investor Services also gave 
the country an investment grade 
rating. However, Standard Sc 


Poor’s, the other major US rating 
agency, awarded a sub-invest- 
ment grade rating, albeit with a 
positive outlook. 

The launch follows the comple- 
tion yesterday of a series of 
investment presentations in Asia, 
Europe and the US by a South 
African delegation, including Mr 
Chris Liebenberg, the finance 
minister; Mr Alec Erwin, bis dep- 
uty; Mr Chris Stals, governor of 
the Reserve Bank; and Mr Tito 
Mboweni, labour minister. 
Government bonds, Page 22 


Derivative users 
‘lack adequate 
controls of risk’ 


By John Gapper in London 

Only a minority of companies 
and institutions using financial 
derivatives to hedge risks has 
adopted the most sophisticated 
risk mflnafMnfrTit terKniq npq xeO- 
ommended by franks and deriva- 
tives traders, a survey has found. 

The survey by the Group of 
Thirty, a Washington-based 
group of bankers that has been 
influential in the debate on deriv- 
atives, found that derivatives 
users such as industrial compa- 
nies still lag behind franks in risk 
controls. 

Only 8 per «>nt of the 149 “end 
users” surveyed reported using 
“value at risk” methods of portfo- 
lio valuation, a n d 42 per cent sub- 
jected their derivatives portfolios 
to “stress tests” to measure their 
value in volatile markets. 

The survey found that deriva- 
tives dealers such as franks and 
investment banks had tightened 
standards since the GS0 Issued 
rRmmTngndatinns 18 months ago. 
Senior managers of derivatives 
dealers were better informed 
about derivatives risks. 

The survey follows legal action 
by companies against Bankers 
Trust, the US bank, over sales of 
leveraged interest rate swaps, 
and is likely to add to debate 
over whether institutions that 
buy derivatives are aware of 
their financial risks. 

Despite a G30 recommendation 
that all users should set up an 
independent risk management 
function, only 39 per cent of com- 
panies TnaTiflgad market risks of 
de ri v ati ves independently, white 
50 per cent managed credit risks 
independently. 

Mr Charles Taylor, executive 
director of the G30, said that 
some derivatives users might not 
need such sophisticated risk 


management methods because 
they had relatively small and 
simple portfolios. 

However, Mr Taylor said the 
G30 had “some ongoing concern” 
about the relatively low use of 
“value at risk” methods, the lack 
of stress testing and “some big 
gaps” In financial information 
disclosed by dealers. 

Mr Alexander von Ungern- 
Stemberg, executive vice presi- 
dent of Deutsche Bank, said at a 
briefing in London that his bank 
intended to improve disclosure 
standards by setti ng out its over- 
all market risk position in its 
1994 annual report 

The survey found improve- 
ments in dealers' practices. The 
proportion using stress testing 
rose from 19 per cent before the 
G30 recommendations in July 
1993 to 54 per cent, with another 
39 per cent p lanning to do so 
within a year. 

There was gre a ter monitoring 
of derivatives’ activities by senior 
managers of banks. The propor- 
tion of dealers whose man- 

agement reviewed controls had 
risen by 25 percentage points 
since July 1993 to 99 per cent 

The “value at risk”, method of 
reimlating how much of a deal- 
er’s capital is at risk from future 
market movements was used by 
43 per cent of dealers, with a fur- 
ther 37 per cent saying they 
would adopt it within a year. 

Ms Gay Evans, chairman of the 
International Swaps and Deriva- 
tives Association, said that she 
was “very happy” that the survey 
confirmed anecdotal evidence 
that dealers were tightening risk 
management controls. 
Deriixitmes: Practices and Princi- 
ples: FottouMtp Survey of Industry 
Practice . Group of Thirty, 1990 M 
Street NW. Suite 450. Washington 
DC 20036. 


Trygg-Hansa, the Swedish 
insurer, was forced yesterday to 
confront the full extent of Its 
disastrous foray into the US mar- 
ket announcing that it planned 
to write down the value of its 
investment in Home Holdings by 
at least SKr2Afan (S372m). It did 
not rule out a write-down of its 
entire SKr3.5bn exposure to 
Home, its troubled US insurance 
affiliate which has turned Into 
the company^ second big invest- 
ment fiasco in two years. 

7he writedown will be made 
alongside plans to strengthen 
Home’s balance sheet which has 
been badly weakened by the 
need to cover its exposure to 
environmental and professional 
liability claims dating back 
many years. 

Home wants to raise at least 
(250m in new equity or defat. 

Analysts said Trygg’s write- 
down suggested Home was plan- 
ning a highly dilutive share 
issue to new investors, which 
could reduce Trygg’s capital 
stake in the US group from 64L5 
per cent to below 20 per cent 

They said it signalled a dear 
desire by Trygg to extract Itself 
fully from its involvement in the 
loss-making US group. Mr Bob 
Yates, insurance analyst with 
Fox-PUt Kelton in London, said 
the write-down showed the new 
investors were forcing “very gen- 
erous terms”. 

Trygg’s investment in Home, 
first made in 1991, cost it 
SKrI.4bn in losses in the first 
nine months. It now feces fall- 
year Home-related losses of more 
than SKribn. In 1992 Trygg also 
suffered SKr5-5bn in losses from 
its investment in Sweden’s Gota 
AB, the holding company for 
Gota Bank. 

Trygg’s shares, suspended on 
Friday following press specula- 
tion about Home's recapitalisa- 
tion, fell SKr2 to SKr76 when 
trading resumed yesterday. 

Home has been downgraded by 
three US rating agencies since it 
announced a nine-month deficit 
of $131m last month. It hopes to 
get a higher rating after it has 
been recapitalised, facilitating 
efforts to win new business. 

Home, more than twice 
Trygg’s size, had 1993 gross pre- 
miums of 92.429m. Its difficulties 
this year have been compounded 
by high leverage, rising US inter- 
est rates, intensifying competi- 
tive pressures and earthquake 
and cold weather losses. 


Risky 
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to ignore. 


For UK fond managers, asset liability profiles have 
taken centre stage. However your portfolio stands 
today, matching future liabilities depends on efficient 
asset allocations. 

That’s why fund managers turn to Lli-FE’s FT-SE 100 
Index Futures and Options and FT-SE Mid 250 Index 
Futures. For low cost asset allocation there are simply 
no better tools. 


Fora free copy of LlFFE’s new 
“FT-SE Indices - Futures and Options” 
brochure which explains more about the 
contracts and their uses, call Sandy Phillips 
on 071 3792439. * 

Ignoring them can be the 

greatest risk of all. / 
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Portugal Telecoi 


raises Es240bn 


Artemis sells construction 
operation to Investcorp 


By Peter Wise 
in Lisbon 

Twenty-five per cent of 
state-owned Portugal Telecom 
is to be sold simultaneously in 
Lisbon, London and New York 
next May in an equity issue 
expected to raise about 
Es240bn ($L49bn), the company 
said yesterday. 

An offer of American Deposi- 
tary Receipts is to be made in 
New York. A second tranche, 
expected to raise about EsSCbn, 
will be sold in Portugal while a 
third, divided into separate sec- 
tions for UK and international 
investors, is to be sold in Lon- 
don. 

A consortium headed by 
Merrill Lynch, the US invest- 


By Ronald van de KroJ 

Ahold, the Dutch-based 
international supermarket and 
retail group, said third-quarter 
net profit rose by nearly 25 per 
cent to FI 90.9m (351. 4m), 
reflecting buoyant growth in 
the Netherlands, the US and 
Portugal. 

The figures took nine-month 
net profit to FI 295.4m. an 
increase of 20.4 per cent, 
prompting the company to 
repeat its earlier forecast that 
full-year profits would rise con- 
siderably, compared with those 
of 1993. 

The third-quarter rise would 
have been even more pro- 
nounced but for the weaker 


meat bank, will lead the global 
issue. 

The other members are 
Banco Essi, a Portuguese 
investment bank, Union Bank 
of Switzerland and S.G. War- 
burg, the London-based invest- 
ment hank. 

Three separate valuations of 
Portugal Telecom are to be 
concluded shortly. The com- 
pany expects a final value of 
EsSOQtm to Esl.OQObn. Legisla- 
tion setting out the terms of 
the sale is expected to be 
approved by the government 
later this month 

Companhia Po rtuguesa 
Radio Marconi (CPRM), Portu- 
gal's mteramtmental telecom- 
munications operator, which is 
49 per cent privately owned, is 


dollar, which meant that 
Ahold's large sales and profits 
in the US were translated, into 
guilders at a rate of only FI 1.75 
to the doDar, against FI 1.87 a 
year earlier. 

If the dollar had not 
fallen, Ahold's net profit would 
have shown an additional 
increase of 3.6 percentage 
points. 

In the US - where Ahold 
operates six supermarket 
chains that generate half of 
total group turnover - operat- 
ing results were up 26.4 per 
cent at $40 -3m. 

The strong rise was due 
partly to better results from 
two chains. Finast and 
Edwards, whose formats have 


to be merged with Portugal 
Telecom before next year’s 
equity issue, the company said. 

The state's holding in CPRM 
is to be transferred to Portugal 
Telecom and CPRM's private 
shareholders are to be offered 
an, as yet, undisclosed price 
for their shares. 

They will be able to use this 
offer as credit to acquire Portu- 
gal Telecom shares in May at 
the initial subscription price, 
without having to participate 
in an auction. 

This measure appears to rule 
out government approval for a 

proposed Tnnnaggrrient bliy-OUt 
of part of CPRM’s operations. 

The international operations 
of CPRM, which has 40 over- 
seas subsidiaries, could be sep* 


been changed to make their 
prices more competitive. 

In the Netherlands, where 
Ahold's Albert Heijn supermar- 
ket chain is the market leader, 
operating results rose 8J) per 
emit to Fl75£m. 

The cost of the chain's new 
distribution system was again 
charged against profits in the 
quarter, holding back the over- 
all rate of increase. 

Ahold's relatively new activi- 
ties in Portugal lifted profits in 
the rest of Europe 49.1 per cent 
to FI 22.3m. Start-up costs con- 
tinued to keep results in the 
Czech Republic in the red, but 
Ahold said results were 
improved compared with the 
same period of 1993. 


arated from Portugal Telecom 
in late 1995 or 1996 and par- 
tially privatised. 

Portugal Telecom was 
formed from a merger of three 
state-owned companies in July, 
partly to gain sufficient size to 
acquire a place in one of the 
International telecommunica- 
tions alliances taking shape. 
But this will not necessarily 
involve the acquisition or large 
holdings in Portugal Telecom. 

It said the equity issue would 
aim for as wide a dispersal of 
capital as posable. 

Limits would be fixed on 
individual acquisitions and 
Portugal Telecom's statutes 
would be “armour plated” to 
prevent foreign companies 
gaining controL 


Ahold 

Share price (FT} 


54 



Pakhoed 
buys 66% 
of Lambert 
Riviere 

By Ronald van de Knd 
in Amsterdam 

Pakhoed, the Dutch oil and 
chemical storage group, is to 
boy 66 per cent of Lambert 
Riviere, a French chemicals 
distributor. It plans to launch 
a public offer far the remain- 
ing shares In early 1995. 

The Dutch company said the 
Halliez family of France had. 
agreed to sell its 66 per cent 
stake in the company at 
FFr470 per share. 

Pakhoed's public offer in 
France, scheduled to take 
place after the family sale is 
completed in January, will be 
made at the same price per 
share. 

IF all the shares are ten- 
dered, the acquisition will cost 
Pakhoed about FFr408m 
(S75m). 

Lambert Riviere, with 
annual turnover of more than 
FFri.Bbn, is active in chemi- 
cals distribution in Italy, 
Spain and Portugal as well as 
In France. 

The agreement marks Pak- 
hoed's second attempt to 
acquire the company. 

Earlier this year. It tried to 
take over Lambert Riviere 
through a joint venture with 
Uhivar Corp of the US. After 
the attempt failed, Pakhoed 
sold its 49 per cent stake in 
the joint venture, Univar 
Europe, back to Univar. 

However, Pakhoed retains a 
28 per cent stake in Univar 
itself. 


By John RidcSng In Paris 

Artemis, the holding company 
which controls Pinault-Prin- 
temps-Redoute, the French 
retail group, yesterday 
announced it had sold Primeco, 
one of the biggest groups In 
the US construction equipment 
rental market, to Investcorp. 

the international investment 
bank. 

The French group declined 
to disclose the amount of the 
transaction, but said the assets 
of the Texas-based company 
were valued at about $300m. 

Primeco is principally 
involved in the rental of con- 


i BMW of Germany and India's 
Hero group have agreed joint 
v e nt u res to make and market 
motorcycles in India, agencies 
report. Hero is the world's 
largest bicycle manufacturer. 

The aim is for Hero to assem- 
ble BMW's single-cylinder 
motorcycle F650 in India for 
sale there, the German group 
said. BMW’s FB5Q model is the 
third-highest selling motor- 
I cyde in Germany, with 4,000 
I units sold this year. 

} BMW said the company 
expected to sign a contract 
I with HCro in 1995, with produc- 
| tion beginning soon after. Hero 
t would build about 600 F650 
[ motorcycles a year, BMW said. 


struction and public works 
machinery and in trading 
activities related to these mar- 
kets. 

Artemis, through which Mr 
Francois Plnaolt controls Pin- 

ault-Printemps-Redoutc. 

acquired Primeco in the middle 
of last year. It bought the com- 
pany from Pinauit-Printemps 
to reduce the debt burden of 
the retail group. Mr Pinault 
slid at that time that hi* would 
sell the US company when con- 
ditions were favourable 

The acquisition is the latest 
in a series of deals by Invest- 
corp, which was established in 
the early 1980s by founding 


"We are convinced that by 
working together we shall be 
able to open a new and promis- 
ing market in India for larger- 
engined motorcycles,” said Mr 
\Y. Hasselkus. president of 
BMW's motorcycle division, 
after signing a memo- 
randum of understanding with 
Majestic Auto of the Hero 
group. 

Majestic said there would he 
two new joint ventures. BMW 
would hold a majority in a ven- 
ture to source car components 
and market finished motor- 
cycles, while Majestic would 
hold a majority in a new 
motorcycle maker. 

The two companies said the)' 


shareholders from Arab coun- 
tries. 

In October, tlte Bahrain- 
based investment bank conn 
pleted the acquisition of Etui 
a ieadinfi Swiss manufacturer 
of luxury watches and in 
August it Imught Star Market, 
a leading chain of supermar- 
kets in Boston for $2S5m. 

Other companies and assets' 
controlled by Investcorp 
include Gucci, the luxury 
goods company. Saks of Fifth 
Avenue and Tiffany's of the 
US. 


would carry' out a feasibility 
study on the jwssiMliltes of 
their making car products. ' 

India's sates of motor cycles 
has doubled to ‘Jin from Ira in 
the 1980s. 

Mr Brij Mohan Lall, Hero 
chairman, said the details yf 
the new joint ventures would 
he discussed later. “Both of us 
are committed to financial par- 
ticipation but the minute 
details are yet to be worked 
out." 

Hera Motors would immedi- 
ately start production of 
BMW's 65Dcc engine motor- 
cycles in India, adding RsMton 
(S9.5m) in sales in the first 
year. Mcuestk* said. 


TransAlta takes stake 


Guidi named as new 


Ahold lifted by strong sales in third term 


Artemis declined to indicate 

how the proceeds [mai the solo 
of Primeco would he used. 

BMW signs motorcycle joint 
ventures in India with Hero 


*.-■ 


* 


in NZ electric utility 


Teleglobe Int’l head 


j NEWS IN BRIEF 

! Skandia income improves 26% 


By Bernard Simon In Toronto 

TransAlta Energy. the 
Alberta-based power utility, 
has paid NZSUfflm (USS75^m) 
for a 49 per cent stake in Capi- 
tal Power, the main electric 
power distributor in Welling- 
ton. New Zealand. 

The Wellington muncipality 
retains a 51 per cent interest in 
Capital Power. 

The purchase follows last 
week’s announcement that it 
was acquiring 20 per cent of 
EnergyDirect, which serves an 
area around Wellington. 

TransAlta paid NZ$50m for 


the EnergyDirect stake, which 
was bought from Enerco New 
Zealand. 

The Canadian company 
gained a foothold in New Zea- 
land last year by forging a 
partnership with Mercury 
Ener gy, formerly the Auckland 
Electric Power Board, to design 
the first independent power 
station in the country. The 
I1QMW plant is due to be com- 
missioned next July. 

In addition to its Canadian 
operations, TransAlta has an 
operating interest in a 
1.400MW hydroelectric station 
in Argentina. 


By Robert Gibbons hi Montreal 

Teleglobe Inc, Canada's sole 
overseas telecommunications 
group, has hired Mr Paolo 
Guidi from Sprint to take over 
as president and chief execu- 
tive of Teleglobe International, 
its primary operating unit, 
next February. 

As president of Sprint Inter- 
national, Mr Guidi helped to 
forge many of the US telecom- 
munications group's interna- 
tional alliances. 

He held senior executive 
positions with the US telecoms 
group GTE and the Sprint- 


Alcatel joint venture. 

Teleglobe, 24 per cent owned 
by BCE. serves foreign tele- 
communications companies 
and owns part of the new 
transatlantic fibre-optic cable. 

It wifi give up its monopoly 
position in 1997. 

Teleglobe recently linked up 
with TRW of the US to build 
the USS2bn Odyssey Global 
Wireless Communications Sys- 
tem, which is due to start up in 
1998. This is one of six world 
low-orbit wireless systems 
planned to handle interna- 
tional voice, fax and other 
services. 


Matsushita to 
use IBM chip 

By Wffilam Dawkins in Tokyo 

Matsushita, Japan’s largest 
maker of consumer electronic 
products, yesterday became 
the fourth Japanese company 
to adopt International Busi- 
ness Machines' microprocessor j 
technology for multimedia J 
products. 

Matsushita has signed a let- | 
ter of intent with the US com- j 
pater group jointly to develop 
multimedia products using 
IBM’s PowerPC chip, a fast 64- 
hit microprocessor for per- 
sonal computers. 


[ Skandia of Sweden lifted its 
I nine-month gross premium 
! income by 26 per cent to 
f SKr38.7bn (S5.1bn) from 
SKr3Q.7ba in the year-ago 
period. Reuter reports. 

“The increase is primarily 
attributable to Skandia’s inter- 
national and Swedish unit 
linked operations," it said. 

Net asset value, compared 
wiLh the interim report, is cal- 
culated to have increased by 
about SKrlOOm to SKrS.Sbn, 
the company added. 

Skandia said its non-life and 


reinsurance sectors continued 
to develop positively in the 
third quarter while its life 
assurance operations showed 
strong progress. 

• Industrie Natuzzi. the fast- 
growing manufacturer of Ital- 
ian furniture, is buying -10 per 
cent of Creazioni El Idle, a 
maker of leather and fabric 
upholstered furniture, for 
about L3bn (SI. 9m). Reuter 
reports. 

The acquisition is expected 
to dose in January and new 
shares will be issued in connec- 


tion with a result tug capital 
Increase. 

Creazioni Eltelle recorded 
net sales of about L7bn in 1993 
aud lms about 70 employees: ■ 

• Suez, the French financial 
services group, has regrouped 
its stake in Belgium's flagship 
holding company Socfcte Gen- 
erate <te Belgique as part of an 
interned restructuring, a state- 
meat published by the Brussels > 
bourse said, Reuter reports. 

The group's total stake now 
amounts to 61.33 per cent 
against 60.85 per amt in 1992. 


This announcement appears as a matter of record only. December 1994 

New issue 

US$1 75,000,000 

Qearbulk 

Gearbulk Holding Limited 

11 %% Senior Notes due 2004 

Price 100% 

Chemical Securities Inc. 



December 1994 

Gearbulk 

Gearbulk Shipowning Limited 

A wholly owned eubstdary of 

Gearbulk Holding Limited 

US$175,000,000 

Multi Purpose Corporate Facility 

Agent 

Chemical Investment Bank Limited 

Arrangers 

Chemical Bank Den norske Bank 

%% Chemical 




Fortis maintains favourable 
trend in results 

In the first nine months of 1994, Fbrfis again Improved its results, both autonomously and thanks to acquisi- 
tions. Net profit increased by 15% compared with. the first three quarters of 1993, from ECU 357 mJHion to 
ECU 411 million. The pre-tax operating .result '.raw by as much as 56%, from ECU 344 million to ECU 536 
million, mainfy because ASLK-CGER was inckided in the consolidation for the first time. There was also a 
healthy autonomous increase of 11% in.the operating result. 
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Prospects „ 

In view ofthe achieved during the first three quar- 

”, 1™ rsase in profit of around 15% for the 

whole of 19^fean^^i^9seen'tfesumstances. 

811 increase m the earnings per share for 
wfth increase recorded in the first three 

quarter^, ■ . ■ . y- t ■. 

- ■ - ‘ services 

Land insurance group, consisting of a large num- 
‘ 1 , ’" + Td States and Australia. Fortis AG and Fortis 
.. ““ ° f ForUs : Each ^ 3fQnt company has a 50% 

■VV V {■ SS’SP'SJ!® to "*« ve a copy of the first three quarters report 

■X- v - - • jSJJnfif Fort !! and two P arenl companies, please contact 

rorttei.Group Communication: 





..BtMyardEmiJeJacqmain53 
1Q0O’ Brussels 


Fives 


TttT: 32.(0)2.2208135 
Fax: 32.(0)2.2208092 


Archimedesfaamn 

3584 BA Utrecht 
The Netherlands 
Tel.: 31.(0)30.573398 
Fax: 3l .(0)30.522394 
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to acquire rival 


Tina i;i i 

#*£%*«* .v.,‘ 

PWeT* 

B. K lW' iito-.i 
m *i h . 

1 --/:r i 


^Tony JaeiRM in Mw.Yarfc 

' ffp iiforma Energy is to acquire 
-Its fellow Californian power 
.supplier, Magma Power, to an 
increased Md worth 5950m. 
r Hue agreed deal ends a two- 
month battle in which Magma 
refected California Energy's 
approaches, and creates what 
fis daimed to be the world’s 
biggest independent producer 
: ctf geothermal energy. 

K also represents an abrupt 
volte-face for California 
Energy, which on Friday tenni- 
■ nated .its earlier offer worth. 


$924X0 in the face of alleged 
opposition from Ma gma share- 
holders.. Dow Chemical, w hich 
owns 20 per cent of Ma g ma, 
said it was "delighted" with 
the higher offer. 

Hie combined group will 
have sales of more than $4Q0ro, 
with Magma contributing just 
over half. Both companies spe- 
cialise in geothermal energy, 
whereby electricity is gener- 
ated by heat from the earth’s 
interior. 

Both are active as owners 
and operators of power plants 
throughout the US and in the 


Philippines and Indonesia. 
South-east Asia is seen as the 
main, growth market for geo- 
thermal energy. 

California Energy said the 
combined output of the group 
would be 545MW of power, 
with a farther 530 MW under 
construction. Magma has 
started bnfldmg a plant in the 
PMHppines with 231MW capac- 
ity. 

The bid values Magma’s 
shares at $39, made up of $2&50 
in cash and the rest in Calif- 
ornia Energy shares. Hus com- 
pares with an original bid in 


September of $35, subsequently 

raised to $3&50. Magma had 
contested both bids, adopting a 
poison pill shareholder scheme 
nwrt seeing a court Injunction 
against California Energy 
ac qui ring shares under a ten- 
der offer. 

Mr Paul Pankratz, chairman 
of Mag ma , said: “We believe 
this transaction reflects Mag- 
ma’s inherent strengths imfl 
outstanding prospects.”' 

Magma’s shares yesterday 
rose $1% to $37% in early trad- 
ing, while California Energy’s 
fell $% to $15%. 


‘ Hcr 0 


Born-again Magma branches out 

The US copper producer has bright prospects, writes Kenneth Gooding 
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O nly a few years ago 
Magma Copper, the 
secqikHaigfist. US pro 
ducer, was unloved and 
unwanted - . spun-off to fend 
for Itself by an uncaring par- 
ent, Newmont Mining “Our 
future was uncortam," recalls 
Mr Burgess Winter, president 
“There were those who. 
doubted whether we could sur- 
vive.*’ 

: Magma, however has joined 
teat happy band known as the 
Lazarus corporations, brought 
back from the dead by a new 
management teem. And to con- 
firm It is no zombie, it made 
two. landmark moves in the 
space erf a few days. . .. . 

first, it won the auction for 
Tintaya, Peru’s second-largest 
copper producer, with a bid 
worth US$25 Qbl The deal, com- 
pleted at the end of November, 

takas Magma OUtsldC the US 
for the first time. 

It aTcn an a hnnwri ft bad final 
permission for its $300m Robin- 
son project, and immediately 
started construction of what is 
expected to be a wod&ctass, 
copper-gold mine near Ely, 
Nevada. 

“These two events are of sig- 
nificant strategic importance 
for Magma," says Mr Winter. 
His' management '.team 'set 
itself a strategic target of hav- 
ing by the end of 1996 some 
lOtm lbs of recoverable copper 
in Magma’s reserves, and to be 
producing 750m lbs of copper 
from its own mines at a net 
operating cost of less than.50 
cents a Jb. ■ ■ 

With Ttotaya dad Bobhoou 
in the ba& "these t argets are - 
definitely achievable," !* says. 
“They also give us a strong 
start towazdamur goal for the 
year 2000c production of iba lbs 
a year." 

Afegma haftpeane a long way 
store 1987 whan it was spun off 
by Newmont At that time, It 
was the fogfeestcost copper 
producer in the US. loaded 
with debt, and it had only lim- 
ited ore reserves. 

Some of . its troubles 
stemmed from an amazingly 
generous labour contract 
involving an ill-conceived 
bonus scheme that linked pay- 
ments to - copper’s market 
price, The scheme generated 
bonuses of up to S550 ah hour, 
and ate up nearly all Magma’s 
profits - sozne<55m - between 
1987 and 1988m. It had to bor- 
row high-interest money to 


Mr Winter was recruited 
and, with a new management 
team, he launched a survival 
strategy that required a com- 
plete change (ff culture. It 
demanded a new approach to 
labour relations, increased pro- 
ductivity, cost cuts and a re- 
focusing on the core business 
of producing copper profitably. 
- Those core operations were 
its three mints in Arizona: San 
Manuel, Pinto Valley and Supe- 
rior, plus the San Manuel 
smelter. San Manuel under- 
went a $250m modernisation, 
completed in 1986, and a subse- 
quent $l 0 Qm expansion, ft is 
now said to be the lowest-cost 
and most environmentally 
sound smelter in North Amer- 
ica. 

Costa at the Arizona 
operations have been substan- 
tially reduced: net operating 
cash costs are down from 78 
cents a lb to 58 cents, «"H are 
forecast to fall to 50 cents ter 
the end of 1996. Productivity at 
the mines is up 86 per 
since 1988, and copper produc- 
tion has been lifted from 274m 
lbs to 600m. 

This has been partly 
achieved through improved 
employee relations that culmi- 
nated in 1991 with an historic 
15-year labour contract The 
agreement allows costs to be 
Btrictfr controlled, and elimi- 
nates the possibility of strikes 
or lock-outs for seven years. 

ft also provided the key to 
the development of a new ore 
body, caBed Kalamazoo, at the 
San Manuel underground 
mine, where reserves wore due 
to run out in 1997. Kalamazoo 
will cost $l4Qm and will extend 
the mine fife at least until 2009. 
It Is expected to start up in late 
1996, producing 200m lbs of 
copper a year. 

D evelopment of the Rob- 
inson ore body in 
Nevada was supposed 
to dovetail with the second 
expansion of the San Manuel 
smelter, which took its annual 
capacity to 720m lbs. However, 
permission problems delayed 
BoMdsool This has not harmed 
which has been able to 
sell all the extra smelting 
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Magma is the only US pro- 
ducer to do any significant vol- 
ume of custom smelting on a 
regular basis. Mr Whiter says 
it is a good business and one 
the group intends to nurture. 

On October II. Magma 


Burgess Winter: ‘Our future 

Was l i i m w fa if n * 

received the final permit and 
started construction immedi- 
ately. Production from Robin- 
son Is scheduled to begin in 
the first quarter of 1996 at an 
annual rate of 135m lbs, with 
projected net cash operating 
costs of less than 50 emits a lb. 
The present mine life is 16 
years, but Mr Winter insists 
“there is >»*a<»Tiant exploration 
potential that could extend the 
current mmft fife". 

Although Magma is not 
short of cash, and gearing is a 
modest 36 per cent compared 
with nearly 60 per cent in 1988, 
it initiated a copper price pro- 
tection scheme for 1995, when 
spending peaks. Hus guaran- 
tees a minimum realised price 
of 84 cents a lb for most of its 
projected output. 

Hie programme consists 
mostly of put options, which 
allow the company to get scone 
benefits if the price is above 84 
cents. Mr Dot& Purdom, chief 
financial officer, says the cost 
was "modest,” and "the [rice 
protection scheme makes sure 
we can get Robinson into oper- 
ation whatever happens to the 
copper price". 

Magma first showed its inter- 
est in moving outside the US 
when it bid for 51 per cent of 
the El Abra copper mine in 
Chile, to partnership with Bro- 
ken HD1 Proprietary of Austra- 
lia. However, their bid of 
$24 0m was well below the 


$S3ftn eventually paid by US 
rival Cyprus Amax. 

Magma bid $2 18m for Tin- 
taya at an auction to Peru, 
where the government is pri- 
vatising many of its mining 
assets. This was only $4mmore 
than the next c lo sest bidder, 
Metafi Mining of Canada, and, 
to Mr Winter's delight, only 
$27m more than BTZ of the 
UK, which has a reputation for 
driving ha rd bargains. 

The total cost of acquiring 
Hntaya will be $250m. as 
Magma must also provide $55m 
of Peruvian debt at face value 
(but the di scounte d cost of this 
debt is $30m to $35m0 
H n ta y a, at an alti- 

tude of 4,100 metres in the 
mountains near Yauri in 
southern Peru, has been in 
operation since 1985 and will 
generate cashflow for Magma 
from the outset At present it 
produces lllm lbs of copper a 
year at a net cash opiating 
cost of 60 cents a lb. By 
miwaimig tha output tOl35m 
lbs, and introducing new 
equipment to replace Russian 
trucks, productivity should 
i m p rov e Magma expects to 
cut costs to 55 cents. 

M agma has guaran- 
teed it will spend 
$85m to improve Tto- 
taya, and it ahnuiri have no dif- 
ficulty fulfilling this promise, 
particularly if a scheme to pro- 
duce copper by the so-called 
solvent-extraction, electro- 
winning process, proves 
v iable. 

Hntaya has reported losses 
every year since it started up, 
but Mr Purdom blames this on 
the debt that the government 
has burdened it with, to 1993, 
and so far to 1994, the mine has 
generated a big flow of cash. 
Nevertheless, Magma hopes to 
raise about SlOQm of debt to 
Peru some time next year to 
reduce its equity risk. "Also, 
we need a hit more cadi than 
we generate f rom cashflow 
for things we want to do,” he 
says. 

Mr Winter says Magna wifi 
work hard on improving pro- 
ductivity at the mine, and that 
will mean sacking some of the 
present 780 employees. How- 
ever, he insists efficiency is 
low mainly because of the cali- 
bre of tt y* p»inh)g equipment. 

Meanwhile, says Mr Winter, 
Magma is still looking for lon- 
ger-term projects in Mexico 
and Chile, as well as Peru. 
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TeleWest Communications pic 
NASDAQ Symbol: TWSTY 

SPONSORED AMERICAN DEPOSITARY 
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For further information regarding 
The Bank of New Yorlrf3 ADR Services, please 
contact Kenneth A. Lopian (212) 815-2084 in 
New \brk, Diana E, Barham (071 ) 322-6338 or 
Michael McAuliffe (071) 322-6336 in London. 

Th^armounccm^ appears as a matter of record only. 
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awpMB Company tor m flranc* 
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U-& $250,000,000 

Deutsche Marie LBORBsud 
Floating Rate Notes due 2002 

For (ho hftaest Period Slh 
December 1994 to 3nJ March, 
1995 the Notes wffl carry 
an interest Rate at 5375% 
per annum with Coupon 
Amounts of U.S. £13.14. US. 
£131.39 and US. 513.138.89 
per U.S. SI .OOQ. US. 510,000 
and US. $14X30,000 Notes 
respectively. The relevant 
Interest Payment Date wfl be 
3rd Match, 1995 b 

Swiss Bank Corporation 


Bank of Greece 
US$60£0U000 
Boating Rate Notes due t996 

Notice is hereby given that, in 
accord a nce with the previsions 
of ltw above mentioned Boating 
Rate Notes, the rate of Merest 
lor the six months period from 
December 6, t994 to Ante 6. 
1995 has been fixed at 7X0% 
per annum. 

The Merest payable on 
June 6, 1995 w9 be 

US 53741. tl in respect of each 
US $100,000 Note. 
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Walt Disney 
expands in 
video games 

By ABce Rawsthom 

Walt Disney, the ITS 
entertainment group, yester- 
day joined other film studios 
diversifying into video and 
computer games by bunching 
an interactive entertainment 
division. 

Mr Michael Eisner, chair- 
man and chief executive, 
announced the creation of the 
division, which will co- 
ordinate Dancy’s activities in 
the games and educational 
software markets at its head- 
quarters in Burbank, Calif- 
ornia. 

Disney has in the past 
licensed the rights to develop 
video pmu* from its cartoon 
and film characters to other 
companies. 

However, it recently devised 
the successful Aladdin and The 
Lion JBnff gam es to conjunc- 
tion with Virgin Interactive 
Entertainment, part of the 
Viacom group. Last month it 
launched two CD-ROM prod- 
ucts: the Aladdin A ctivity Cen- 
ter and Disney’s Animated 
Story Rook. 

The groc p Is n ow expanding 
its Disney Software subsidiary 
into an interactive division to 
accelerate its move into games 
and educational software. 


New-issue downturn hits 
Wall St underwriting fees 


By Patrick Hanrarson 
in New York 

The fees Wall Street 
investment banks earn under- 
writing stock and junk bond 
nffflrtng g have fcflwi to afi-time 
lows this year because of the 
sharp downturn m business 
activity, according to a report 
by Securities Data, the New 
Jersey-based financial informa- 
tion group. 

Although fees have fallen to 
all categories, the record lows 
for initial public offerings 
(IPOs) of stock and junk bonds 
are especially worrying 
because underwriting these 
types of issues is traditionally 
qmtjng thp hi ghest -pa y in g busi- 
ness on Wall Street. Conse- 
quently, investment banks are 


hit twice; the volume of under- 
writing business is failing s and 
the fees they earn on that busi- 
ness are also tolling. 

Securities Data says that IPO 
ft*** - traditionally the highest 
because the risk firms take cm 
when selling the stock of 
newly-floated companies is 
greater than in nthw areas of 
underwriting - have fallen 7 
per cent to the last year. 

Today, fines are charging 6.7 
per cent of the principal 
amount of each Issue, com- 
pared with 12 per cent a year 
ago. For example, if an under- 
writer sells HOQm of stock in 
an IPO, the firm will earn 
5670,000 for its efforts rather 
than $720,000. 

Mr Jeff Rainess, an analyst 
at Securities Data, says: "Ris- 


ing short-term rates are tolling 
the new issuance market, and 
Wall Street firms are scram- 
bling to get business.” 

In the junk bond market - 
which, like IPOs, has con- 
tracted this year because of ris- 
ing 118 interest rates - foes 
have fallal 19 per cent, also to 
a record low. Junk bond issues 
are now charged at 21 per cent 
of principal, compared with 2.6 
per cent last year and a high of 
4J> per cent in early 1991. 

The biggest decline in under- 
writing fees, however, has been 
in the investment-grade debt 
category, where the volume of 
debt issued has plunged 30 per 
cent this year. Fees on debt 
issues have dropped 23 per 
cent, to 0.51 par cent of princi- 
pal. 


Sherritt signs Cuban joint venture 


Bjf Robert Gibbons in Montreal 

Sberritt, the Canadian 
resource group, has signed a 
joint venture agreement with 
Cuba to reirw, refine wu d mar- 
ket TlirVpi and cobalt from an 
operation in Moa Bay, an the 
Caribbean island. 

Sherritt wifi gain longterm 


feed for its Alberta nickel refi- 
nery, while Cuba will benefit 
from modernisation of the 
TnVnp and an increase in capac- 
ity from 20,000 to 24J100 tonnes 
yearly, at a cost of USgi4Qm. 

Sherritt has far some *mif» 
refined Cuban nickel and 
cobalt in Alberta. 

“The mine urgently needs 


refurbishing, and it is now 
operating at about 13,000 
tonnes yearly,” said Mr Ian 
Delaney, Sherritt chairman. He 
said the Moa Bay reserves 
were sufficient fa 50 years. 

Sherritt is also a fertiliser 
producer, is active to metallur- 
gical research, and operates an 
upstream oil and gas unit 


AB ot these securities having been sold, this announcement appears as a matter at record onty. 


New Issue 


November, 1994 


4,400,000 Shares 



Korea Fund, Inc. 


Common Stock 


Global Coordinators 


Baring Securities Inc. 


Donaldson, Lufkin & Jenrette 

Securities Corporation 


Donaldson, Lufkin & Jenrette 

Securities Corporation 


2,200,000 Shares 

The above shares were offered outside the United States and Canada by the undersigned. 

Baring Brothers & Co., Limited 
Cowen & Company 

Lucky Securities International Ltd. 

SsangYong Securities Europe Limited 

KDB Securities Co., Ltd. 


2,200,000 Shares 

The above shares wore offered in the United States apd Canada by the undersigneiL 

Baring Securities Inc. 

Dillon, Read & Co. Inc. 

Cowen & Company 


Donaldson, Lufkin & Jenrette 

Securities Corporation 


Legg Mason Wood Walker 

tacofpocatcd 

Rauscher Pierce Refsnes, Inc 

Raymond James & Associates, Inc. 

Beai; Steams & Co. Inc CS First Boston Alex. Brown & Sons A.G. Edwards & Sons, Inc 

Incorpora te d 

Kidder, Peabody & Co. Lazard jpreies & Co. Lehman Brothers 

Iflco q i q alBl 

Oppenheimer & Co., Inc PaineWebber Incorporated Prudential Securities Incorporated 


Wertheim Schroder & Co. 

Incorporated 

Robert W. Baird & Co. 

hu— JW-uir iImj! 

UKinpuMicu 

Branch, Cabell and Company 


Robertson, Stephens & Company Salomon Brothers Inc 
Advest, Inc Amhold and S. Bleichroede^ Inc 

Black & Company, Inc J. C Bradford & Co. 

JW Charles Securities, Inc The Chicago Corporation Crowell, Weedon & Co. 

Fahnestock & Co. Inc First of Michigan Corporation 

Huntleigh Securities Corporation 
Janney Montgomery Scott Inc Kemper Securities, Inc 


Dain Bosworth 

Incorporated 

J. J. B. Hilliard, W. L. Lyons, Inc 


Interstate/J ohnson Lane 

Corporation 

Ladenbxug, Thalmann & Co. Inc 


McDonald & Company 

Secnritwa. Inc. 


GJ. Lawrence/Deutsche Bank 

Securities Corporation 

Mesirow Financial, Inc 


The Ohio Company 


Parker/Hunter 

Incorpo rate d 

Piper Jaffraylnc 


Luther Smith & Small Inc 
Morgan Keegan & Company, Inc 
Pennsylvania Merchant Group Ltd 
Principal Financial Securities, Inc Roney & Co. Scott & StxingfeUow, Inc 

Southwest Securitiesi, Inc Sutro & Co. Incorporated 

Wheat First Butcher Singer 
Commonwealth Equity Services^ Inc Gibraltar Securities Co. 

Nathan & Lewis Securities, Inc 


The Seidler Companies 

Incorporated 

Tucker Anthony 

btupaoM 

CadareL Grant & Co., Lac 


Hamm Securities, Inc 
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| ConsoJida fed St;i tornont of Income | 

(Canadian S millions) 

For tha ftmmetol yonr andad October 31 

1994 

1QB3 

Inssrest income 



Loans 

$ 6,090 

$ 5.382 

Securities 

1,431 

1.454 

Deposits with banks 

391 

313 


7.912 

7.149 

interest sxpensa 



Deposits 

4,149 

3.708 

Subordinated debentures 

172 

133 

Other 

487 

434 


4.808 

4.273 

Net Interest income 

3.104 

2.876 

Provision for credit losses 

567 

465 

Net interest income after provision lor 



credit losses 

2^37 

2.411 

Other income 



Service charges 

357 

308 

Credit fees 

264 

214 

Investment banking 

377 

338 

Foreign exchange end precious metals 

150 

136 

Other 

316 

173 


1,464 

1.169 

Net interest and other income 

4.001 

3.560 


Non-interest expanses 

Salaries 

Pension contributions and other staff benefits 
Premises and equipment expenses. 

including depreciation 
Other 

Restructuring costs 
Write off of goodwill 


1.401 

182 

533 

580 

175 

1G2 


1.255 

144 

481 

483 




3.033 


2.363 

Income before the undemoted: 

Provision for income taxes 

Non-controlling interest in net income of subsidiaries 


968 

455 

31 


1.217 

490 

13 

Net income for the year 

S 

482 

S 

714 

Preferred dividends paid 

* 

97 

s 

92 

Net income available to common shareholders 

$ 

385 

s 

622 

Average number of common shares outstanding (OOO's) 

218.713 

208.282 

Net income per common share 

S 

1.76 

S 

2.98 

Dividends per common share 

$ 

1.16 

s 

1.12 


ConsolidaLoc.1 Balance Sheet Highlights 


(Canadian S millions] 


As at October 31 


1904 


1993 


Cash resources 
Securities 
Loans 
Other 

Total assets 

Personal deposits 

Business and governments deposits 
Banks deposits 

Total deposits 
Other 

Subordinated debentures 
Shareholders' equity 
Preferred 
Common 

Total liabilities and shareholders' equity 

Non t: 

The Condensed Consolidated Financial 
Statements have been prepared in accordance 
with generally accept e d accounting principles 
including the accounting requ ir em e nts of the 
Superintendent at Financial Institutions Canada. 

The sm a m ai m Include the assets, liabilities and 
results of operations of the Bank and its 
subsidiaries and affectively control led associated 
corporations. Investments in assocfatod companies, 
where the Bank has significant influence or holds 
at least 20% but not mom than 50% of the voting 
sham, are accounted for on the equity basis. 


11.388 

25.566 

86,779 

9.1SS 


8.834 
17.838 
72.204 

7.834 


$132,928 

$106,510 

$ 42.431 

S 31.288 

35.660 

30.009 

21.664 

16.451 

99,755 

77,748 

23.916 

19.702 

3,016 

3.156 

1.100 

1.300 

5.141 

4.604 

$132,928 

$106,510 


Note 2: 

As at October 31. 1 99*. 22B .299,775 common 
shares ware Issued and outstanding (October 31. 
1893: 21 1 J272.120). The per share statistics have 
been based on the daily a ver a ge of equivalent fully 
paid common shares. 

Note 3: 

The Shareholders' Auditors have audited and 
reported on the Consolidated Financial Statements 
of the Bank as at and for the years ended October 
31. 1994 and 1993. Their report Is included in the 
Annual Report. 

Note 4: 

Certain comparative amounts have been 
mdasaified to conform with current year 
presentation. 


= 5«k 4410ns Sooor was. Toramm Canada MW IH1 

ki KklAon minora than 1.230 bonerm and atnewi man Carw*. 

ae h oat 40 onaw and MnttMai 


maul na ma UnM Sana, aia Cotton. Cam and Saudi Am&nca, 
Etnpaana Mnca and tfa itadCta Won. 


THE BANK OF 
NOVA SCOTIA 



OIL MARKET REPORT 

COMPREHENSIVE COVERAGE OF WORLD OIL 
MARKETS, PRICES AND STATISTICS 

Published monthly by the International Energy Agency, Oil Market Report relays the 
mast up-to-date statistical information available on global oil demand, supply and 
stocks. The latest official monthly oil statistics are made available to us each month by 
OECD countries and we have an expert network of contacts with governments, ail 
companies and other oil professionals who provide us with the latest information 
available on non-OECD countries 1 oil production and demand. 

OIL MARKET REPORT ALSO PROVIDES DETAILED 
ANALYSIS OF RECENT TRENDS AND PROJECTIONS FOR 
THE YEAR AHEAD 

Oil Market Report covers oil demand by region, oil supply by region and in individual 
OECD countries and selected OPEC producers; there is reliable data on OECD industry 
and government controlled stocks, as well as the latest spot prices for major 
internationally traded crudes and products; with data on refinery throughputs and 
margins this makes Oil Market Report an ertremely reliable source of data. 

If you would like to receive a free sample copy please contact Tony Ashcroft on 
+44 (0)71-873-3794 or fax +44 (0)71-873-3935 



Marketed on behalf of the International Energy Agency by 
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Big Indian 
companies 
expect rise 
in profits 

India's top 25 private sector 
companies are expected to 
report net profits rising by an 
average of 60 per cent in 
1994-95, with i nfrastru c tu re 
and construction concerns 
leading the way, Reuter 
repeats from Bombay. 

Analysts also forecast net 
sales to rise by an average 32 
per cent for the current year, 
according to a poll of 16 secu- 
rities houses conducted by 
Renter. 

'‘India's liberalisation pro- 
gramme seems to be bearing 
fruit," said Mr Asit Mehta of 
Nucleus Securities. “The tiger 
is coming out of the cage.” 

The rise in sales is being 
triggered by Hie government’s 
market-oriented reform pro- 
gramme. which has removed 
many barriers and obstacles to 
growth and raised manufac- 
turing capacity. 

Economists expect India's 
industrial production in 
1994-95 to more than double to 
7 to 8 per cent and the econ- 
omy to grow by around 5-5 per 
cent Analysts say a rise in 
disposable Income wHl lead to 
hi ghw riomnnri for consumer 

durables and cars. 

Falling interest rates and 
increased borrowing through 
domestic and Euro-issues has 
helped companies cut their fin- 
ancing costs. 

Over 50 companies have 
raised $4 Jibn since the first 
Indian company tapped the 
overseas markets in nrid-1992. 

Associated Cement Compa- 
nies, India’s largest cement 
producer, topped the poll with 
a projected 177 per cent rise in 
its net profit to Rsl.68bn 
(553.5m) for the year ending 
March 1995. 

Analysts say that a boom in 
the infrastructure sector and 
construction activity has led 
to rapid growth in demand for 
cement 


Samsung’s designs worry its rivals 

Korea’s other carmakers fear overcapacity, writes John Burton 


S amsung yesterday 
formally applied for 
government approval to 
begin passenger car production 
by 1998 in a move that could 
prove risky for South Korea’s 
second largest industrial group 
anrf the nation’s car industry. 

Korea’s four carmakers have 
called on the government to 
reject Samsung’s plan, al- 
though that appears unlikely. 

The chief concern is that 
Samsung's entry will lead to 
overcapacity when the Korean 
car industry is planning to 
almost triple car production 
from 2.5m to 6m vehicles 
annually by the end of the 
decade, which would make 
Korea the world’s fourth 
biggest car manufacturer. 

Each of Korea's big three car 
companies - Hyundai. Kia and 
Daewoo - wants to produce 2m 
vehicles, while Ssangyong 
a modest goal of 150,000 cars. 
Samsung would add another 
500,000 cars by 2002 and hopes 
tO reach I Sin 

‘That is too many cars, 
given the slowdown in 
domestic sales, although 
exports are rising due to the 
weak Korean currency. The 
optimum figure for production 
is probably around JLSn." said 
Mr Chung Tae-seung, director 
of overseas sales for Kia 
Motors. 

The industry benefits from a 
highly-protected domestic 
market, although trade 
barriers are likely to be 
reduced in the next few years 
under pressure from the US 
and the EU. 

Carmakers have expressed 
worries that Samsung will 
recruit engineers from rivals, 
causing a bidding war that 
would lead to higher wages. 
Moreover, Korea’s car 
components base is under 
strain by the growth in 
production. 

Samsung’s twhnifMl aHfainfp 
with Nissan of Japan may also 
set back efforts to promote 
automotive technological 



Lee Kun-hee: enthusiastic 
collector of racing cars 

independence and increase 
imports of parts that would 
deepen Korea’s S12bn trade 
deficit with Japan, according 
to the Korea Automobile 
Manufacturers' Association. 

A lthough the 
government shared 
many of these doubts 
and tried to persuade Samsung 
to drop its plan, it finally 
approved the S5bn project after 
Samsung agreed to take 
measures to avoid disrupting 
the automotive industry. 


Samsung will hire engineers 
from the US and other foreign 
countries, while promising to 
invest In the growth of the 
domestic car components 
Industry. 

It pledged to export 55 per 
cent of its output of 500.000 
vehicles by 2002 to reduce the 
threat of harming domestic 
sales of the other carmakers 
But rivals remain sceptical 
about Samsung’s measures. 
“Samsung has a history of 
breaking its promises. It 
promised, for example, not to 
enter the car industry several 
years ago when it gained 
government approval for truck 
production." said a Hyundai 
Motor oStiaL 

fipingnng has long sought to 
enter the car industry to 
reduce its dependence on 
electronics by developing its 
heavy machiner y business. It 
believes car production will 
deliver synergy benefits for its 
electronics operations since 
cars are increasingly relying 
on electronic components. 

Its automotive ambitions 
reflect the personal Interest of 
Mr Lee Kun-hee, the Samsung 
chairman, who is an enthus- 
iastic collector of racing cars. 

Samsung has argued that its 
car project would benefit 
Korea since it would acquire 
advanced automotive 


Chinese aircraft group 
turns to small cars 

China's military-run Changhe Aircraft Company has turned over 
its production facilities to civilian manufactu rin g to boost Its 
income, turning out 16,000 small cars so for this year, Reuter 
reports from Beijing. 

Qiangbe, located in central Jiangxi province, has also 
produced two Zhi-8 helicopters this year but it is not dear If 
these were for civilian or military use, according to a local radio 
report. The wtmpany earned profits of Yn79m ($9 .3m) this year. 

In the period from January to October this year, Changhe 
produced Yn580m in output value, up 32 per cent compand with 
the same period of 1994. China's military plants are tuning to 
civilian products to survive. 


technology from Nissan, which 
would help the country’s 
export competitiveness. 

It said the programme would 
create jobs for Pusan, the 
borne town and political base 
of President Kim Young-sam. 
Pusan has suffered job losses 
due to the decline of its textile 
and footwear Industry. 

Analysts question whether 
Samsung should be devoting 
considerable financial 
resources to car production. 
This will divert money from Its 
electronics business when it 
needs to spend vast sums an 
the development -and 
production of advanced 
semiconductor chips and other 
costly programmes to 
strengthen Its position as me 
of the world's leading 
electronics companies. 

However. Samsung said it 
would be able to help finance 
the car company through the 
sale of subsidiaries In the 
textile, rood and retail 
industries. There arc doubts „ 
whether Samsung can achieve^ 
success by emphasising car 
exports. 

“No car company has 
survived by concentrating on 
exports, at least initially," said 
Mr Kim Chili an, the trade and 
industry minister, in a recent 
interview before he decided to 
endorse Samsung's bid. 

Samsung may succeed If it 
forces one or two competitors 
out of the car industry. 
Samsung made an apparent 
attempt last year to take over 
Kia, although it was blocked 
by the government. 

Some analysts speculate that 
Ford and Mazda, two of Kia's 
largest shareholders with a 
combined 18 per cent stake, 
may be willing to sell the 
company to Samsung to help 
improve the finances of 
troubled Mazda, in which Ford 
has a shareholding. 

The survival of the 
loss-making Daewoo and 
Ssangyong cor companies may 
be threatened by Samsung. 


..nY BUSINESSES FOR SALE 


Appear in the Financial Times on Tuesdays, 
Fridays and Saturdays. 

For further information or to advertise in this 
section please contact 
Karl Loynton on +44 71873 4780 or 
Lesley Sumner on +44 71 873 3308 
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Sovereign (Forex) Ltd 

24hr forei g n Exchange 
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Dad/ Fax Semin 

14 071-931 9188 
Foe 071-931 7114 
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APPOINTMENTS ADVERTISING 

Appears in the UK edition every Wednesday & Thursday and in the International 
edition every Friday. For information onadvertising in this section please call: 
Philip Wrigley on +44 71 873 3351 
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The Interim Report for 6 months ended 30th September 1994 
w3f bo available upon request from January 1995. 

Please direct enquiries to the address befow. 

The General Affairs Dept. The Samiloma Trust & Banking Co.. LH 
London Brandi 

155 Bishapsgzte, London BC2M 3XU 
Telephone 071-945-7000 Fax: 071-945-7177 


INTERNATIONAL 
GAS REPORT 


manKivBrar 


HI MOTH 

To rec e iv e a comp fli iie nu ry copy of 
International Gas Report 
Ashcroft, 


Tony 

Rnandal Hines Newsletters, 
Number One Southwark Bridge, 

London SEI 9HL 
Tel: -H4 (0)71 873-3794 or 
Fax: +-44 (0)71 873-3935 
Int er natio nal Gas Report 
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i YEARS OF HISTORICAL PUCES FOR 

CASH. FUTURES. OPTIONS AND 



INFORMATION: EfcntferVakfl 
KR Hoota, 78 Flea State Icadoa BC4Y IHY 
Tcfc <44(0)71 B4Z4Q83 


DO YOU WANT TO KNOW A SECRET? 

The LOS. Gann Seminar wi shew you hm the markets REALLY wok. The ama*q 
Hating techniques of B» tagendaiy WJJ. Gam can (ncreesa jour proOs and confeta jour 
toesas. Hurt? TheCa tha mat*. Hng 0B1 474 0060 to book your FREE place. 



INDEXIA EE Plus 


Technical Analysis Software 

; e: i, 0+-+42 ] 3 - SC - o * r c* ! (0*142) 8/4834 



t 


REUTERS lOOO . . vl 

24 hours a stay - only SIOO a monthl | 

U8 WNAHCULOATADOWCTTO YOUR PC 


mutton 9iai 


VENTURE CAPITAL SOURCEBOOK 

Do you need funds to bock your idea or finance a management buyout? 
nwi you need the Sourcebook. It tells you who and how. 

Due exit in January - Cost £3150. Order now on 071 49$ 1720 



RIXJNIONE AIKiLAJICA 
DI SICURTA 

K s ta bH ah edm’IriBHtein 1S38- Registered Office: Cjo B bB b 2 3, 
20122 Milan -TteLNa (02) 72161 -Ttetoc 320065 RASDG I 

NOTICE TO THE HOLDERS OF 
"RAS SAVINGS SHARE WARRANTS 
1993/1995* 

Notice is hereby given feat the Italian Stock Exchange 
Board determined the average adjusted price in 
lit 1,438 as established in art 3 of the Warrants 
regulations. Therefore beginning November 17th 1994,. 
the exercise of the "Ras savings share Warrants 
1993/1995" will give the right to underwrite one Ras 
savi n g s share , regular dividead, for every taro Warrants 

at the price of Lit 9,562 
instead of Lit 11,000. 

As regards any Warrantexerdsed from November 17th 
1994 onwards, at the price ctf Lit 11,000 per share, Ras 
will promptly reimburse the price difference of 
lit 1,438 to the underwriters through the flgpnt Banks. 

RTUNIONE ADRIATICA DI SICURTA’ 


Fleming Flagship Fund 

Sociftf dT n voll ra cment A Capital Variable 
45, rue da* ScOlaa 

L-2S29 Humid, Grand Duchy of Lnnobong 
K.C Luxembourg No. B 8478 

As the Snt Extraordinary General Meeting held on 16 November ISM did not 
have me required quorum of one half of the slum outstanding, StitrehoLics 
are hereby convened to the 

SECOND EXTRAORDINARY GENERAL MEETING 
to be hdd at the European Bank 8c Business Centre, 6 route de Trtees, L'0633 
Senjti£Berfwg on Thunrdny, 12 January I9S5 M 14J5 hours with the Mowing 


l. To amend Article 4, tint paragraph of (he Articles at Incorporation and to 
delete tiie reference to Taxanbouig Gly-; 

Z I ? cfaan S e registered address from *45. roe dcs Sctitax L-2329 Howald* to 
Tioropem Bank St Business Centre, 6 route d* Treves. L- 2&33 Smningerberg"; 

3. To 'Change Article lfi, third paragraph (ji) of (he Artidea of I ncorporation, to 
delete be words ’(excluding South Africa)". 

4. Tto complete Article 21 of the Articles of Incorporation. 

The Shara hoMea are adeiaad that no quorum la required for the holding of titis 
bxtraordmaxjr General Meeting. Resolutions wffl be validly adopted if voted In 
“V® 01 "7 a 2/3 uujariij of toe shares present or represented at such meeting, 
fawderi bo beauUed to attend the meeting, holders at bearer share* must deposit 

Kredtet ban k SA. Lmemhaa rg ee l ac 
43, boulevard Royal, L-2449 Uuaubouijc 
SharehoUeoi who cannot personally attend the meeting are (equated to use the 
pmeitocd torin of proxy and return it at host seven wnrtdne days prior to (he 
d ate of the St thaonbrury General Meeting to the Corporation, c/o Fleming Fund 
Management (Luxembourg) S.A^ L-2SS8 lAneerabourg, 

By Older of^ The Board of Directors 

Henry G KeHjr 

Secretary 
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Kidder Peabody liquidates Japanese operations 
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sees higher 
profits after 30% 
rise in first half 
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•'«' .- '>.' CSR, the Australian building 
A: products, sugarandahuninlum. 
group, yesterday announced a 
V i '. 1 30 per cent increaseiri after-tax' 
/'S profits . to- A$225.2m 
i. ',./ V CHUM*) for the six months 
. : . : v to end-September, send forecast 
I: i‘. that ft01*year. figures would 
• lWl ‘ ‘"V show a ‘^substantial tmprove- 
v ; meat over the previous year". 

V CSS combined news rtf Its 
first-half figures with the 
' i- .v announcement (rf two deals in 
. . fc ‘ -V the Asia-PadflcregioiL 

The first was the purchase 
■ s '.;.*<*£ for A$71m of a 70 per . cent 
: > stake in a timber business In 
• ' china’s Hmap province, M 

the second an A$8m Invest- 
. . m ' : i* ; meat In a plasterboard com- 
s ‘ ! "i>' pany m Bering. 

" CSR said its aim was to 
' rx-0 invest Affoam in the region by 
'• end-1996. - ■ 

. i • •• Because much of the invest- 
meant woedd -be 'through ^otnt 
“* --I- ventures, the underlying asset 
exposure would be about 
; ■ AJlbn, said Ur Geoffrey Kells, 
4 i'J- maffig iw g director. 

• v »‘*c^ s ' The company also said that 
' ■••*■ z:~, - it would ‘Vigorously defend"* 

- • : ' legal claim by Mackay Rgfmpd 
■ :.r \J- Sugar, alleging that CSR 
A. attempted to force its. rival out 


of t harefi ned sugar market by 
predatory pricing; 

The Trade Practices Commis- 
sion, Australia's competition 
watchdog, announced last 
month that it would look into 
the matter. 

(SR has maintained flat all 
its sales were made at above 
the costs rtf supplying the 
sugar concerned. 

CSR achieved the profits 
Increase on a 32 per cent rise 
in sales to AgUThn. 

KambigB per share rose by 
25 per cent to 24.7 epntg, and 
the interim dividend was 
increased by 17 per cent to 14 
cents. 

The company «dd fhaf »n 
divisions reported an improve- 
menim profits, with timber 
and aluminium posting the 
strongest gains, of 47 per 
cent and 36 per cent respec- 
tively. 

There has been some con- 
cern that the slowdown in Aus- 
tralia's hanging market would 
hurt the company's financial 
performance in the n««». finan- 
cial year. 

However, CSR stressed that 
it expected further profits 
growth in the 1985/96 year. 

GSR’s shares strengthened, 
rising 12 cents to A$4^2. 
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Australian cable TV 
venture stays intact 


Htet«fN»ff 
! 1»« ftM* rwM* 

w. 


V.-;. 



* ADVERT 

NbfttWobv 


«»■ : 


•v 1 ; 


.} 


— . „ 


By Nfldd Taft 

Optus Vision, the consortium 
which was formed to build a 
broadband cable network 
across Australia and includes 
Ur Kerry Packer's Publishing 
& Broadcasting ' group and 
Optus, the telecommunications 
carrier, said yesterday that it 

r emained intact • 

ft added that it was holding 
talks with the Australian gov- 
ernment over the latter’s 
stance on cable infrastructure 
regulation. 

The future of the consortium 
was thrown into doubt when 
Mr Michael Lee, the federal 

minister for ffnmmmrirfltlnrts , 
said he would not allow 
monopolies in cable infrastruc- 


ture and would not act to stop 

geographica l rtuptiraKnw of the 

networks planned by Optus 
Vision and Telstra. 

P&B has already withdrawn 
from a potential • A$318m 
irrori-m mt In OptUS 
as a result 

However, Mr Bob Mansfield, 
head of Optus, said be hoped 
the gov ernment' s stance would 
be clarified by Christmas. 

Mr. Gerald Levin, rfwfiman 
of Time Warner, admitted that 
tiie US-based company bad 
been lined up to supply pro- 
grammes to the Optus Vision 
pay-TV project, and now 
looked to be without an infra- 
structure supplier. He added, 
however,- that the chapter was 
not closed. 


By Gerard Baker si Tokyo 

Tokyo’s becalmed financial markets 
suffered a further setback yesterday 
when K id d er Peabody, the US securi- 
ties company, . announced that it was 
liquidating its Japanese operations 
with the loss of to 100 jobs. 

The company eaid that it was clos- 
ing its Tokyo Osaka hn»v>h«i and 
selling its memberships of the two 
cities' stock exchanges. The with- 
drawal follows Kidder's takeover ear- 
lier this year by follow US broker 
PaineWebber. 

PaineWebber Is not a member of the 
Japanese exchanges, and General 
Electric, Kidder's parent company, 
had hoped to effect a smooth transfer 
by selling its memberships to 


PaineWebber, but it appears that the 
new owners of Kidder turned down 
the offer. 

“In the end Kidder Peabody and 
PaineWebber simply had different 
strategies,” said Mr Takao Sakuma, 
general manager in Tokyo. 

Kidder now hopes to sell its mem- 
berships to a third party. 

Of the company’s approximately 140 
employees- in Japan, about 40 are 
expected to be transferred to Paine- 
Webber and the company will attempt 
toperauaifothebu^rofitsnieznlKr- 
shlps to hire as many as possible, Mr 
Sakuma said. 

“But tax the worst case, about 100 
people will have to seek employ- 
ment,'* he added- 

Redundancies on this scale have 


been rare in Japan, even in the recent 
recession. 

Staff had known since the takeover 
by PaineWebber two mantis ago that 
their fixture was uncertain, but there 
was still dismay when they were told 
yesterday. 

“Obviously most people were 
expecting something like this, but it's 
a big di^ap p omfmAni to them,* fwiri 
oik employee. 

Mr Sakuma said that the company’s 
Japanese operations bad bean 
profitable in the she months to the 
end of September. 

However, reports of its imminent 
demise, which began circulating 
shortly after the takeover, brought 
business to a neer K frmflstfli. As a 
result, the rwmpnwy would probably 


record a lass for the year for the first 
time since it opened a Japanese 
branch in 198S, he said. 

The staff transferring to Paine- 
Webber are mainly on the bond-trad- 
ing side. PaineWebber is understood 
to be keen to build up its fixed inter- 
est business in Tokyo, but not to be 
interested in equity trading. 

Stock trading volumes have been 
depressed for several years on the 
TSE and most domestic stockbrokers 
are operating at below break-even lev- 
els. Foreign institutions have Sired 
little better. 

The Tokyo Stock Exchange said 
non-members would be Invited to 
apply directly to Odder for the pur- 
chase of the exchange membership by 
no later than December 19. 


Financial sources indicated yester- 
day that two companies, the UK bro- 
ken Smith New Court and the French 
company Paribas Capital Markets had 
expressed Interest in TSE member- 
ship. 

But Kid der is understood to be keen 
to sell the TSE membership as a pack- 
age with membership of the Osaka 
Stock Exchange. 

The liquidation Is the first of a TSE 
member company since 1968, and it Is 
the third case of a foreign broker giv- 
ing up its membership in the past two 
years. 

The UK’s County NatWest and the 
US company Prudential Securities, 
the two previous cases, cited poor 
trading conditions as the reason for 
their departure. 


Reforms will focus on luring companies from emer ging economies, writes Gerard Baker 


T he Tokyo Stock 

Exchange is set to make 
the first serious 

response by Japanese authori- 
ties to the haemorrhage of 
international- financial busi- 
ness from Tokyo. 

Later riils m onth the TSE 
will announce sweeping 
changes to its notoriously pro- 
hibitive rules that prevent 
many foreign wumpiniw? fro m 
listing. The aim is to revitalise 
the virtually moribund frmMgn 
companies' section of the 

wnhmge. 

But the reforms will also 
mark a shift in strategy by the 
exchang e in its development of 
Tokyo's role as a capital mar- 
ket It will target companies 
from the emerging economies, 
rather those from Europe and 
the US winch have been desert- 
ing the exchange. 

The exchange’s foreign sec- 
tion has been, the most star- 
tling casualty- of t fr p tortii of 
equity trading on the stock 
market in the past few years. 

In the link, as on 

international exchanges 
lwnmw fashionable for compa- 
nies wanting to be seen as 
“gfobaT, big companies flocked 
to Tokyo to gain direct access 
to the world’s fastest growing 
pool of capttaL 
The total number of famign 
companies listed an the TSE 

TWTurtim n mnri flwn st handf ul fn 

the eariy 1980s to 127 by 199a 
That influx was reflected in 
the busy trade the shares 
a tt y a r t ad — on ave rage mine 
than 800,000 changed 
daily in 1989 at the p**”* of 
Japan's financial boom. But 
since then a Tokyo listing has 


Tokyo exchange acts to 
stem the foreign exodus 
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lost its lustre. In the past year 
names nice Eastman KnHaiCj 
Scott Paper and British Gas 
have left the exchange and by 
wort mann er the total nnwihar 
of listed foreign companies is 
expected to be below 90. 

Most fugitives have cited the 
Inrir of activity in *h«T aha roc 
Trading volume has fallen, 
from an average of about 2m 
shares a day in 1989, to fewer 
than 180,000 so for this year. 
Most days many of the listed 
companies report no trades at 
all 

With no immediate prospects 
of a recovery in the Japanese 
equity market, the costs at 

maintaining a listing - Up to 
YKkn (Urn) per year - no lon- 
ger match the supposed bene- 
fits. 

But instead of trying to win 
back the departing big-name 
foreigners, the TSE’s efforts 
win be concentrated on attract- 
ing new companies to replace 
them. 


Although the CTflnm g» will 
not admit it publicly, It is clear 
that it believes the future far 
Its international section Bes in 
constructing a nmmriai work- 
shop producing capital for 
companies from emerging 
economies, and not in provid- 
ing a boutique for the largest 
MWM in global business. 

T here is growing scepti- 
cism in ttaanrlal rjrrlpg 

about the advantages 
for a large international corpo- 
ration in having its shares 
listed on a foreign stock 
exchange 

"Why should they?* says a 
senior eroml i iB B at a foreign 
bank in Tokyo. “There Is abso- 
lutely no need for a large Euro- 
pean or American company to 
be listed anywhere other than 
in London or New York. If a 
Japanese investor wants to 
buy British Gas shares, he 
do so directly by trading in 
London." 


hi an increasingly global 
market, facilitated ter off-hours 
trading, the much-vaunted 
advantages of a listing In 
Tokyo are marginal. 

But for new companies in 
Aaa the advantages of a for- 
eign listing are much more 
obvious. Double-digit growth 
rates in Asia are spawning 
Hiwimmih of businesses seek- 
ing access to capital. Their 
own national stock markets, 
although a good starting point, 

lark the tntarnatfonal p mfTlp of 

one of the large grahang Ra. 

What has most alarmed Jap- 
anese anth ori tipg in the last 
year is that many of these 
Asian businesses - including 
large newly-privatised Chinese 
AwtftiftB and south-east Asian 
manufacturers - have chosen 
Hong Kong or New York. 

The main reason is that most 
of them are excluded by 
Tokyo’s Hfttfng requirements — 
which fn cfr«fa a ruling that 
requires companies to have 


assets of at least Y200bn, and 
profits no lower than Y20bn for 
three years. 

The rule changes to be 
approved this month will 
remove most of those barriers. 
The TSE’s aim is to become 
Asia's main stock market. 

“These reforms can pave the 
way for at least 200 east Asian 
companies to join the exchange 
in the next flaw years," said Mr 
Mitsuhlde Yamaguchi, presi- 
dent of the TSE, last month. 

There are doubts whether 
the strategy will work. Interna- 
tional brokers in Tokyo point 
out that company decisions 
about where to list are made 
mainly on the type of investor 
it wants to attract - ami they 
may not necessarily favour 
Japan. 

B ut the TSE’s moves are 
widely welcomed 
“Any measures that 
improve access to Japan's 
ftnanriai markets in fhi» more 
difficult trading environment 
are to be loudly applauded,” 
says Mr Peter Feirichel. presi- 
dent of BZW Securities in 
Tokyo. 

The proof of the new open- 
ness will be in the numbs- of 
Asian companies that now 
tom to Tokyo. But that is not 
entirely within the TSE’s con- 
trol. 

The bulk of the regulations 
that have stifled business come 
from the ministry of finance - 
a tax on equity-trading is per- 
haps the most prohibitive. 
Unless tiie ministry makes 
more efforts to liberalise the 
market, the success of the 
TSE’s reforms win be limited. 


Setback 
at Barito 
Pacific 


By Manuela Saragosa 
to Jakarta 

Barito Pacific, the world's 
largest tropical hardwood ply- 
wood producer, said its net 

pr ofit in the tmwfluB to 

September 30 fell 35 per cent 
from a year earlier following a 
slump in world plywood prices. 
The Indonesian company's 
earnings were also hit by a 
delay in the renewal of its tim- 
ber concession licences. 

Net income fell to Rpl422bn 
($45m) from Rp220.lbn. Sales 
dropped to Rp696.6bn from 
Rp778blL 

Income from operations 
dipped to Rp95.2bn from 
Rp276.4bn mainly because of a 
two-month delay in the 
renewal of licences for its con- 
cessions, forcing the timber 
giant to buy timber from other 
logging companies. 

Higher log transportation 
costs were also to blame for 
increased operating expenses, 
which climbed to Rp98bn from 
Rp72.7bxL 

In June this year, Indonesia's 
ministry of forestry took over 
49 per cent of the shares in. two 
concessions supplying Barito 
Pacific as punishment for what 
it said was irresponsible finest 
management 

The move was followed by 
pledges from tile forestry min- 
ister. Mr Djamaldun Suryoha- 
dikusomo, to crack down on 
logging offenders. 
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As financing probkms snd tbcirsohitkms grow more complex, the 
need for broad, worldwide expertise and daiifying, anthoritarive 
guidance draws more companies to Chemical Banking Corpora don. 

Wc prwkie the solution that matches cachclienA needs, choosing 
from j growing range of finandalaliemaws and finding the most 
om-effident global soarres of capital. 

The abilitv to uadi across narteB has nude us number one in 


loan syndications, globally and in Europe. When financial engineering 
balled for, our derivatives expertise is weQ known; EBronmqk recent 
peer survey named Chonical Bank most improved market-maker in 
both currency and hneresi rate swaps. 

Recent European transactions iDustrare our broad espouse 
ewelL An ECU 6 lailhn loan sylKikarion for dx Kingdom of Spain 
vas the largest singje European bank financing in 19W. At a time 


when dients vabe objectivity and an integrated approach to analysing 
die balance sheet, Chemical Securities Inc.’s private placement for 
shippii^ customer Concordia Maritime AB demonstrates oar 
ability to obtain long-term, non-bank capital— as part of an overall 
capical-raiang programme. 

Chemical Bank AG. ako arranged a first-time, precedent-setting 
U5. Eximbank financing for tfs Czech savings bank Ceskz ^oritelna vs. 


And when a French supermarket chain asked us to act as financial advisor 
and evaluate an offer to buy the company, Chemical Bank helped restruc- 
ture the transacrioi) and found additional bnynrs to dose a belter deal. 
We’ve long been a major financial presence in Europe. Now our 
clients see Chemical as a financial partner with ever-expanding talents, 
who can help diem solve their most challenging financial puzzles 
anywhere in the world. 
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INTERNATIONAL CAPITAL MARKETS 


US Treasury prices fall from Friday’s highs 


By Lisa Bransten in New York 

and Comer Mddebnann 
in London 

US Treasury prices fell from 
Friday's hig hs yesterday morn- 
ing after stronger than expec- 
ted figures on new home safes 
were announced. 

By midd ay, the benchmark 
30-year government band was 
down % at dig. yielding 7336 
pear cent. At the short end of 
the market, the two-year note 
was down » at 99a, yielding 

7342 per cent 

Data released by the Com- 
merce Department showed 
sales of new single-family 
houses increased by 13 per 
cent in October, whereas econ- 
omists had expected a s tight 
decrease. A report an car sales 
was due out later in the after- 
noon. 


However, In spite of the 
strong economic data, most 
analysts attributed yesterday's 
modest declines to a slight cor- 
rection from Friday's highs 
rather than to a reversal of the 
mare bullish tone the 
has adopted of late. On Friday, 
the long bond price was up 
more than a point and the 
yield fall back below 8 per cent 

Many economists now 
believe the market has at last 
accepted the Federal Reserve’s 
promises to taVo g tough stand 
against inflation. One sign of 
this is the steadily flattening 
yield fm'uft, which is gT1 indica- 
tion that the market expects 
an economic slowdown. 

The difference between the 
yield on the two-year bond and 
the 30-year band held, below SO 
basis points yesterday morn- 
ing. down from. 120 points in 


October and 210 points this 
time last year. 

■ While long-dated govern- 
ment bonds in many European 
markets drifted sideways in 
calm trading, the shorter-dated 
sectors of their yield curves - 
notably in the UK and Ger- 

GOVERNMENT 
BONDS 

many - remained under pres- 
sure amid continued talk of 
monetary tightening. 

■ In the UK, the short end of 
the yield curve was depressed 
by jitters ahead of today’s par- 
liamentary vote on raising 
value-added tax on domestic 
fuel 

“Some people axe worried 


that if the government loses 
the VAT vote, the lade of fiscal 
tightening will have to he com- 
pensated by monetary tighten- 
ing,” said Mr Adrian James of 
NatWest Markets. 

The proximity of to m orro w 's 
monetary meeting between Mr 
Kenneth cia^ the chancellor 
of the e x che quer, and Mr Eddie 
George, the governor of the 
Rank of Rn gfcmri, exacerbated 
fears of an ftnwrfnpwt fracg rate 
rise, a lthough many dealers do 
not expect another move until 
early ****** year. 

At the longer end, prices 
so ft ened ahead of tomorrow’s 
auction of £2hn of 83 per cent 
gills due 2005. Dealers reported 
little investor demand far the 
Issue. "The market will proba- 
bly have to cheapen up a fait 
more to generate any client 
interest,” 


The March long gQt fut ures 
contract eased by g to 101ft 
and the March short-sterling 
fixture fell 0.16 to 9233. 

■ German bonds closed lower 
in a session dominated by roll- 
over activity in the Bund 
future ahead of the December 
contract's expiry. 

The short end was depressed 
by renewed talk that the Inter- 
est rate easing c ycle h as ended, 
and by forecasts from S a l om o n 
Brothers that Germany will 
start tightening in the first 
half of 1995. 

Most dealers are not expect- 
ing any monetary policy 
rhamg Hs at Thursday's Bundes- 
bank co uncil mtK^-irrg , espe- 
cially a fter c*y nnrn wwqh pf Mr 
Gerd Haensler yesterday said 
that the central hank would 
stick to fixed-rate securities 


repurchase agreements in the 
near term. 

The March Bund future on 
LzSe ended around 91.20. down 
0.27 on the day. The M arch 
three-month euromark future 
fen by 0J0 to 9436. 

■ French bonds continued 
their recent out-performance of 
the German market, with their 
10-year yield spread over 
Bunds narr owing to 49 feik 
points from 52 on Friday. How- 
ever,' some observers said that 
tread could be reversed soon. 

“We believe that, given the 
political risk premium associ- 
ated with French assets, this 
spread-tightening has been 
overdone and we look for this 
to widen aver the next few 
weeks to around 75 basis 
point s," said ana lysis at Yam- 
intsmstioiisl. 


Spring start 
for Mitsui 
Trust unit 

Mitsui Trust & Banking is to 
set up a securities subsidiary 
next spring. Renter reports 
from Tokyo. 

The trust Hapk hag already 
submitted an application for 
setting up such a unit to 
Japan's finance ministry and is 
likely to receive approval as 
early as February. If Mitsui 
Trust creates such a unit, it 
would be the fourth Japanese 
trust bank to do so after Mitsu- 
bishi Trust & Bankfag , Srnnt- 
tomo Trust & Banking, and 
Yasuda Trust & Banking. 

Last month, DKB Securities, 
Fuji Securities, Mitsubishi Dia- 
mond Securities, Sakura Secu- 
rities, Sanwa Securities and 
Sumitomo Capital Securities - 
respectively subsidiaries of 
Dai-Ichi Kangyo Bank, Fuji 
Bank, Mitsubishi Rank, Sakura 
Bank, Sanwa Bank and Sumi- 
tomo Bank - all started 
operations. 


WORLD BOND PRICES 


Spain launches DM2.5bn fixed-rate offering 


By Graham Bowley 

The Kingdom of Spain 
yesterday launched a DM23bn 
offering of five-year eurobonds, 
the largest fixed-rate D-Mark 
i^ n» fhfa year. 

The bonds were priced to 
yield 25 baas paints over Ger- 
man bunds of thft sf nn«» matu- 
rity Hgwiflnd from cen- 

tral banks and investment 


INTERNATIONAL 

BONDS 


funds across Europe and in the 
Far East, said joint lead man- 
ager Commerzbank. 

Commerzbank said pricing 
compared favourably with 
other recent five-year D-Mark 
fegnpg trading in market, 
such as those by the World 
Rank and %felginm. These are 
currently trading at around six 
and five basis points respec- 
tively above US Treasuries. 
Commerzbank reported some 


switching by investors out cf 
the latter issues into the new 
Spanish offering. 

However, dealers said the 
bonds were expensive com- 
pared with domestic German 
bonds, which are currently 
trading at around 35 basis 
points over bunds. 

“With that pricing, it is diffi- 
cult to see a strong (German] 
bid for the paper," said one 
dealer. However, Commerz- 
bank aairi that it had kept the 
main part cf the ofibring- to 
place itself and a third of that 
“is already in firm hands”. 

Spain last came to the 
D-Mark sector in February 1993 
with a DM4bn 10-year offering. 

In the dollar sector, Nordic 
Investment Bank launched a 
8250m offering of two-year 
bonds priced to yield 12% basis 
points over US Treasuries. 

Lead manager N omura 
the bonds met the strongest 
damanri from central banks 
and famHtatHrmal investors in 
Asia and Europe. Market 



NEW INTERNATIONAL BOND ISSUES 
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sources said the proceeds were 
swapped. 

In the Canadian dollar sec- 
tor, GECC launched a C$100m 
offering targeted at retail 
investors in Switzerland and 

the Benelux n ra t w lr to q, 

Wood Gundy, the lead man- 
ager, jj had gggn signifi- 
cant interest in the short-end 

of the flarwHflH dollar mi% 


recently and pricing spreads 
on gristing bonds of a gtaflir 
credit had narrowed sharply. 

The issue was priced to yield 
12 basis paints aver Canadian 
government bonds. Wood 
Gundy aald significant rfemanri 
nama from investors switching 
out of longer-dated bands. 

Midland Rank launched a 
$400m o ffe ri ng of 18-year yan- 


kee bonds, in a deal lead-man- 
aged by J. P. Morgan. 

AH eyes in the market today 
and tomorrow will be on the 
expected launch by South 
Africa of its long-awaited 
$50Qm global offering of five- 
year bonds, with a December 
payment date and w jwpt fft pit- 
ting of 170 to 200 basis points 
over US Treasuries. 


Sweden jumbo 
$5bn deal gets 
good response 


By Martin Brio* 

The response to the jumbo 
loan for Sweden, which is now 
in general syndication via Citi- 
bank and J.P. Morgan, is said 
to be “very encouraging". 
Underwriti ng for the gSbn loan 

SYNDICATED ~ 
LOANS 

was finalised last week and 
syndication is likely to be fina- 
lised before Christmas, with 
aipnfaig in early January. 

• A £520m loan to build a 
750MW power station an Hum- 
berside has been oversub- 
scribed almost 100 per cent 

This is the first large financ- 
ing for a UK power project for 
2ft years, since power statio n s 
at Barking in London, Medway 
in Kent Keadby in Yorkshire, 
awd Derwent in the Midlands 
were announced. 

Some 40 hanks offered a total 
of more than £lbn for the 
Humber Power loan, arranged 
by NatWest Markets and UBS. 
They are mainly European, 
with strong support from 
Japan, with underwriting by 
ABN Amro, CIBC, NatWest 
Markets and UBS. 

Syndication dosed last week 
for the loan, which runs for 
17ft years, and Is priced at 125 
bfHp'n points over the Loudon 
interbank offered rate (Libor) 
during construction. After con- 
struction, pricing changes to 
115 hagia points over Libor, ris- 
ing to 135 basis points over. 

• Citibank and Toronto- Do- 
minion Bank are arranging 
and underwriting a £400m 
revolving facility for BSkyB. 
the satellite television group 
which is to float this week. 
T rading in the shares Is due to 
start an Thursday, the day the 


loan is to be launched into gen- 
eral syndication- The loan 
price varies between 37ft basis 
points over Libor and 87% 
over, depending on the compa- 
ny's financial performance. 
Proceeds from the share Issue 
and the loan will be used to 
repay shareholder loans. This 
will leave BSkyB with SSOOmoT 
bank debt, and entity with a 
market capitalisation exceed* 
lng £4bn, 

• Syndication closed last 
week on a 5800m loan far Inst- 
itute de Credito Oficiai, a 
Spanish public law institution 
which carries out credit trans- 
actions for the Spanish govern- 
ment. and is rated AaS. The 
four-year loan, arranged by 
Argentaria, Deutsche Bank 
and NatWest Markets, has a 
facility fee of 6ft basts points 
and a margin of 6 basis points. F 
Banks offered $L5bn and allo- 
cation has not yet taken place. 

• C&rrefour. the French 
supermarket group, has asked 
J. P. Morgan with co-arranger 
UBS to syndicate a FFrsbn 
(5600m). five-year multi-cur- 
rency loan through a group of 
banks, most of which already 
have a relationship with the 
company. The drawn cost will 
be between 20 and 25 basis 
points over Libor. 

• Midland and NatWest Mar- 
kets have launched into syndi- 
cation a £300m multicurrency 
loan with a swing-line facility 
for Arjo Wiggins Appleton, the 
Anglo-French paper group, 
with a price of 20 basis points 
over Libor. 

• NatWest Markets is arrang- 
ing a seven-year, £140m loan 
for SHV Macro, the Dutch 
wholesale and retail foods 
group. The loan to priced at 
22ft basis points over Libor for 
first five years than 2S over 
Libar for the last two. 
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There is only one problem with a car designed by computer. 
It looks just that; designed by computer: functional, pre- 
dictable, soulless. r rhat’s why we entrusted the design of the 
GS300 to Giorgetto Giugiaro. The result is perfection down 
to the smallest detail. like the LS400, the GS300 is a per- 
fect union of aesthetics with technology. For instance, every- 
thing from the headlights to the door handles, has been de- 
signed to create the lowest possible wind resistance. Inside, a 
choice , of leather or velour upholstery, air conditioning and 


7 speaker CD player, defies the notion that beauty is only skin 
deep. Under the bonnet, the GS300’s 212 hp (156 kW), 
3-litre, 24 valve engine is mounted on its own sub-frame, 
before it is assembled on the body to absorb the slightest 
vibration. Its 4-spced automatic transmission adapts to the 
driver’s mood and its independent double wishbone suspension 
guarantees high speed stability confident braking and precise 
cornering For peace of mind, the GS300 comes equipped 
with a host of safety measures. Advanced electronic ABS 


brakes and seat belt pre-tensioners are standard, as arc dri- 
ver and front scat passenger airbags. However, to truly un- 
derstand what we mean by ‘the relentless pursuit of perfec- 
tion’, get behind the wheel of the Iicxus GS300. A test drive 
is worth a thousand words. 


© 



THE RELENTLESS PURSUIT OF PERFECTION 
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COMPANY NEWS: UK 


Scandinavian Leisure acquisition helps boost profits to £76m 

Airtours expands by 66% 


By David Sadcwefl 

The acquisition of Scan- 
dinavian Leisure Group last 
April helped Airtours to boost 
profits by 66 per cent and sales 
by almost the same amount 
The total dividend is being 
raised by 38 per cent 

Airtours, which is turning 
itself into a vertically inte- 
grated holiday company, 
reported pre-tax profits of 
£75Am on sales of £97L7m for 
the year to end September. 
This compares with a previous 
£45. 5m, struck after a £9m 
charge for its abortive bid for 
Owners Abroad Group, on 
sales of £615-5x0. 

“We think they are superb 
results," Mr David Crosland. 
chairman said, pointing out 
that the group had delivered 
uninterrupted growth in prof- 
its, earnings and dividends 
sitiffa coming to the stock mar- 
ket in 1987. 

The shares closed yesterday 
at 442p, down 2p. 

After a successful summer 


season SLG, bought for £80m, 
contributed £l3.7m to pre-tax 
profits - well ahead of expecta- 
tions. The acquisition, which 
also brought in £15L4m of 
turnover, serves markets using 
the gams destinations as the 
UK operation. 

The group is putting 
together the offices of the 
Scandinavian and English tour 
operations in overseas resorts, 
reducing the overall number 
by about half to 50. Mr Cros- 
iqnri said Hib gro up would ben- 
efit from tVip increased baying 
power for transfers and excur- 
sions. for which it would have 
35m coach passengers. 

While the tour operating 
b usiness h aft a 21 per cent mar- 
ket share, its High Street 
i-bahi . Going Places, baa a mar- 
ket share of 14 per emit Mr 
Crosland said he wanted to 
move the retail chain’s market 
share closer to the tour operat- 
ing leveL 

On the downside, the group 
said that warm weather in the 
UK in August had cut demand 


Air-tours ” 


Share prioa(pcncol 
• sqo 



for some holidays, while the 
emergence of some northern 
European countries from reces- 
sion had put upward pressure 
on hotel bed prices. 

However, winter bookings 
were almost 27 per cent ahead, 
and 1995 eady summer book- 
ings were 13 per cent ahead. In 
addition the group has moved 
-into the fly -cruise market, with 
a 94 per cent take-up for next 


year already on the first boat 
Fully diluted earnings per 
share were 4437p (27iE9p). The 
board is proposing a final divi- 
dend Of 105p (753p), taking the 
total fix* the year to 12p (&81p), 

• COMMENT 

The figures were up to best 
expectations, although flat- 
tered by the Scandinavian arm, 
which made the UK seem a 
shade disappointing. The group 
is clever at marketing; and 
runs its tour operations and 
retail outlets efficiently. It has 
grown at a terrific pace and 
has grasped the right opportu- 
nities. Estimated profits this 
year of just below £90m put it 
on a prospective multiple of 9. 
At first sight this looks grudg- 
ing, especially if you believe 
the move to vertical integra- 
tion in the holiday business 
will raise the cost of entry. 
However, Investors will have 
at the back of their the 

recurrent upheavals in the ind- 
ustry. At the same time growth 
rate is likely to slow down. 


Exceptional checks NIE at £44.3m 


By Mchael Smith 

A higher than average rise in 
unit sales as well as cost-cut- 
ting helped Northern Ireland 
Electricity increase interim 
operating profits 1&5 per emit 
from £4LTm to £48. 6m. 

Pre-tax profit growth was 45 
per cent, from £42. 4m to 
£44. 3m, following a £5 5m 
exceptional charge for restruct- 
uring, mainly to pay for volun- 
tary redundancy. 

The dividend rises 15 per 
cent to 3£p (3-39p) in line with 
expectations, out of earnings 
per share after exceptional 

costs Of 21p (2Q.8p). 

In the half-year to September 
30, NIE's increased turnover of 
£2Q9 .&il (£20&2m) was helped 
fay a 62 per cent growth in 


Industrial unit sales. 

The commercial sector 
Increased 4.5 per cent, 
although domestic growth was 
less impressive at LI per emit. 
Taking all three sectors 
together the weather-corrected 
increase was 4.6 per cent. 

The company also benefited 
from a 13.4 per cent reduction 
in employee costs. Some 149 
jobs were cut in the half leav- 
ing 2,607. B had set a target of 
2557 for March 1996 but 
expects to meet that in the cur- 
rent firm w rial year. 

Of the company's four main 
profit centres, supply showed 
the highest increase, 78J9 per 
cent to £3.4m. but the retail 
business showed a £500,000 
loss, following a £200,000 profit 
in the comparable period. Mr 


Patrick Keren, chief executive, 
blamed a fall in appliance 
sales in a highly competitive 
market. 

The company bad net ««h of 
£91.6m at the year end, up 
from £35 2m. Mr David Jeffer- 
ies, chairman, said it was con- 
fident the regulator's review of 
the intercannector with Scot- 
land would show it provided 
an economic method of pur- 
chasing electricity. “We 
thought it was the best way 
forward, even without the 
£61m grant from the European 
Union to help build the inter- 
connector,” he said 

• COMMENT 

Had all gone according to the 
government’s plans, NIE would 
now be a company with consid- 


erable gearing. However, a 
year after privatisation it is 
treading the well-worn path of 
privatised utilities, cutting 
costs ahead of schedule and 
spending less than expected. 
As a result the ««H pile now 
stands at £92m, and profits are 
healthy. Expenditure on the 
Scottish interconnect or will 
dent the cash but, assuming a 
frill year dividend of 13p, the 
shares are trading on prospec- 
tive yield of 4A per cent That 
is about the same as the 
England and Wales regional 
electricity companies and 
seems about right. NIE faces 
an earlier regulatory review 
than the recs, which increases 
uncertainty, but uniquely it 
win benefit from the Northern 
Ireland peace process. 


SBC left with 45% of 
new Lloyd’s trust 


Overseas side helps 
Faber Prest rise 32% 


By Ralph Atkins, 

Insuanca Correspondent 

Swiss Bank Corporation has 
been left with a substantial 
number of shares, which are 
trading well below issue price, 
in a new Lloyd’s investment 
company following poor inves- 
tor interest 

The bank had hoped to raise 
np to £50m for Matheson 
Lloyd’s Investment Trust via 
the issue of 50m ordinary 
shares at lOOp. SBC had 
agreed to underwrite 25m of 
the shares. 

The bank said yesterday 
that it had managed to place 
only about 8m, mainly with 
continental European inves- 
tors, leaving it holding about 
70 per emit of MIJTs shares. 

Subsequently it has sold 


about 5m shares to Fidelity at 
about 80p each, according to 
market estimates. After other 
disposals, SBC has been left 
holding about 45 pa- cent 

The shares yesterday closed 
at 82p, though the hank 
argues that does not take 
account of the value of war- 
rants, entitling shareholders 
to subscribe for one share at 
lOOp, issued with every five 
shares. 

The deal has left SBC with a 
paper loss but Mr Michael Ker- 
shaw, executive dir ector at the 
bank, said: “The company 
should he judged by the qual- 
ity of its underwriting results 
and not by its short term 
share price performance. We 
are extremely happy with the 
quality of the capacity we 
have obtained for 1995.” 


By Geoff Dyer 

A strong performance from its 
industrial services division, 
particularly overseas, helped 
Faber Prest to announce a 32 
per cent increase in pre-tax 
profits. 

The rise in profits at the 
industrial and distribution ser- 
vices group, from £5.03m to 
£&63m for the year ended Sep- 
tember 30, was achieved on 
turnover up 15 per cent at 
£795m (£69.5m). 

Underlying growth in turn- 
over an continuing activities 
was 13 per cent to £74.7m 
(£66 Jm) giving operating prof- 
its of £5.78m (£5.35m), an 
Increase of 8 per cent There 
were exceptional profits of 
£595,000, compared with net 
losses of £42,000. 


Expenditure on acquisitions 
was £S.4m (£500,00(0 and capi- 
tal expenditure doubled to 
£7.4m (£3.5m). The group 
raised £&5m in a l-for-4 rights 
issue in July. 

Mr Roger Feaviour, chief 
executive, said that this pace 
of expansion would continue. 

Operating profits from indus- 
trial services, principally slag 
recovery and utilisation, 
increased 31 per cent to £OSm 
(£3JHm). 

The distribution division, 
which provides logistics ser- 
vices, increased prefits by 5 per 
cent to £lA4m (£1.75m) on 
sales of £24.6m (£2L3m). 

Earnings per share rose 32 
per cent to 43. 7p (33.3p). The 
proposed final dividend Is 1(H) 
(9p) making a total of I5.5p 
<14p). 
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Medeva to pay $54m 
for anaesthetic maker 


The rising 
cost of 
running 
Kwik Save 

By NeB Buckley 

Mr Graeme Bowler, chief 
executive of grocery 
discounter Kwik Save since 
July 1993, was paid a total of 
£586,000 In Ms first year - 72 
per cent more than his 
predecessor Mr Graeme 
Seabrodk received in his final 
nine months with the 
company. 

Kwik Save’s annual report, 
published yesterday, showed 
that it had to pay Mr Bowler a 
substantial premium to hire 
him away from his position as 
managing director of 
Franklins discount stores in 
Australia. On an annuafised 
basis, Mr Bowler received 
about 30 per cent more than 
his predecessor. 

“We paid a lot to get the 
right man,” (he company said. 
“Discounting Is a very 
competitive business, and this 
is a man we went half-way 
round the world to get.” 

Kwik Save added that Mr 
Bowler, 55, had to be 
persuaded to leave an 
attractive position in 
Australia, and spend what 
may be the rest of his working 
life in the UK. 

The report shows that Mr 
Bowler earned a basic £260,000 
in the year to August 27, some 
45 per cent higher than Mr 
Seabrook’s £179,000 in Eds 
final nine months. 

His benefits in khod were 53 
per cent greater, at £40,000, 
while Us bonus was more 
than twice as much, at 
£245,000 compared with Mr 
Seabrook’s £105,000. 

His pension contributions 
were £41,000, against Mr 
Seabrook’s £31,000. 

CRT ahead 
sharply to 
£1.29m 


By Tim Burt 

< Medeva. the acquisitive drugs 
group, yesterday stepped up its 
expansion strategy by ararotm- 
rmg plan* to acquire Inhakm 
Pharmaceuticals, Che US anaes- 
thetic manufacturer, for S54m 

(mem). 

Shares in the group rose 4p 
to X75p after it said the deal, 
funded from existing cash 
reserves; would give it access 
to a market worth about $200m 
an d would a modest con- 
tribution to earnings next year. 

The move follows three 
mraithc of falW with the PSffll- 
sylvania-based company, 
which only received approval 
for the US food and drug 
ad mini s t rati on earlier this year 
to manufacture enflurane and 


By Michael Smith 

Coal Investments yesterday 
announced a placing and open 
offs 1 to raise £26.3m. 

It wants the money to 
increase capital expenditure, 
provide working capital and 
increase its holding in Mining 
(Scotland), the government's 
preferred bidder for British 
Coal’s Scottish region. 

Existing shareholders are 
being offered the chance to 
subscribe for about half of the 
shares - up to - being 
created through an open oilier 
of four new shares for every 13 
held. The balance are being 
placed firm at 76.5p, against 
yesterday's dosing share price 
of 81p, down 4p. 

The issue represents more 
than 50 per cent oE the 60m 
shares already in existence. 

Goal Investments, led by Mr 
Malcolm E dwa r ds , is increas- 
ing its stake in Mining (Scot- 
land) to between 22A and 29.6 
per cent, paying £6. 3m inl- 


isoflurane .two of the most 
widely-used inhaled anaesthet- 
ics. 

It takes the toted invested by 
Medeva hi the past four years 
beyond £300m, and Mr Bill 
Bogie, chief executive, said the 
company was well on course to 
meet its target of doubling its 
Trtarirpi capitalisation to about 
£Lbn in the medium term. 

Although TnK-iTnn has yet to 
begin full-scale production and 
make any sales, Mr Bogle 
rejected suggestions that Med- 
eva may have overpaid for a 
company which made losses of 
$L3m in the year to June 30. 

“The potential is enormous. 
There are only two other major 
players in the US - Abbot mod 
BOG - so getting Into the mar- 
ket is very important for us." 


tialiy. BAS Is paying £39.4m for 
British Coal's Scottish region 
plus about £10m for surplus 
coal stocks. Of the £53 to 
needed to fund this, £25m will 
be raised through bank debt 
and £2Sm through equity. 

Cl aim announced the con- 
clusion of contracts to supply 
the English electricity genera- 
tors with 4.8m tonnes of coal 
over six years. 

It is also In contract talks 
with British Steel, which it 
said would enable it to lift out- 
put to between 3m and 4m 
tonnes. 

The company is to spend 
£6m at its Coventry pit to 
develop a longwall face to fulfil 
the generator contracts. 

Coal Investments said that 
geological problems at 
Cwmgwili earlier in the year 
had prevented budgeted output 
being achieved: however, a 
move to a better part of the 
seam meant budgeted produc- 
tion was now befog achieved. 
A new washery would improve 


Inhalon’s products will be 
marketed and distributed by 
international Medication 
Systems, the US hospital prod- 
uct manufacturer and distribu- 
tor, which Medeva acquired for 
$28.6m in 1992. 

"By selling Inhalon's prod- 
ucts through IMS’s specialist 
hospital sales Force we can 
achieve significant operating 
benefits." Mr Bogle added. 

Medeva also fogies to estab- 
lish a niche presence in the 
anaesthetic market and use 
Inhalon’s technology in over- 
seas markets. 

The company is paying an 
Initial $35m for Inhalon with 
further tranches of $ium and 
S9m payable ta 1995 and 1996 
depending on its production 
performance. 


margins, the company added. 

• COMMENT 

The consolation for Coal 
Investments for RJB Mining 
taking aver such a large part of 
British Coal is that the electric- 
ity generators will want alter- 
native markets. This helps to 
explain why Cl has been able 
to win 5m tonne contracts with 
National Power and PowerCen, 
and there should be more to 
come. Even so. the company 
has much to prove, particu- 
larly on the production front. 
The problems at Cwzngwfli and 
foe late delivery of machinery 
at other mines are dismissed 38 
unimportant by Mr Edwards 
but, in such a young company, 
they will be not be considered 
immaterial by all investors, If 
Coal Investments con meet its 
targets it could recover from 
expected losses this year to 
make profits of E18m next year. 
The prospective price/eaniings 
ratio, assuming a full tax 
charge, would be about 6. 


Coal Investments seeks £26.3m 
through placing and open offer * 


By Peter Pearse 

CRT Group, the training and 
recruitment group which 
bought Systems Resources In 
August, lifted pre-tax profits 
from a restated £472,000 to 
£1.29m in the six months to 
October 3L 

The shares eased 2p to 82p. 

Operating profits advanced 
to £L67m (£L64m) after a 
£220,000 contribution from the 
acquisition. Last year’s figure, 
however, included lasses af 
£635,000 from the 
discontinued Doctus 
Consulting Europe, now sold 
to management. Group 
turnover grew 30 per cart to 
£29 .2m (£22. 4m) including 
£5-2m from Systems 
Resource s. 

In recruitment, turnover 
rose 90 per cent to £DU>m 
(£9. 75m) and operating profits 
more than doubled to £964,000 
(£467,000). Stripping out the 
effect of the acquisition, which 
made a two-month 
contribution, the rises in 
turnover and operating {unfits 
were 37 and 59 per cent 
respectively. 

la t raining , turnover grew 
to £10.5m (£9 .46m) but 
operating profits fen to El-STm 
(£1.85m). Explaining the fell, 
Mr Earl Chapman, gro up chief 
executive, cited increased 
weighting to students 
completing courses in the 
second half, development of 
foe lint Tr aining Multimedia 
Learning Centre programme 
in schools, and investment in 
Link and Pitman. 

The group’s second-half Idas 
would be more pronounced 
this year, Mr Qmpman mm, 
because of the acquisition, the 
general improvement in the 
recruitment market and 
aiii LI lining weighting of fo at 
market to the second six 
months. 

There was a £300,000 
integration and restructuring 
charge, aM Mr flhapman 
the total charge would not 
exceed £650,000 for the year. 

Earnings rose to 1.42p 
(0.5ep) par share and the 
interim dividend is raised to 
0.85p (0.75p). 


BAe says GEC 
breached Panel rales 

British Aerospace yesterday 
argued to the Takeover Panel 
that GEC, its rival In the 
biddi ng war for shipbuilder 
VSKL, breached Panel rules by 
circulating a critique of BAe 
to selected MP*s. 

The Panel refused to 
comment yesterday but \s 
understood to feel that 
lobbying of MPs is permissible 
under the Takeover Code. 


Macallan-Glentivet 

MacaHan-Glenlivet has 
replaced Attwoods as a 
constituent of the FT-SE Mid 
250 Index fbHowtag Attwood’s 
surrender last Friday to a bid 
from Browning-Ferrte 
Industries. 


Verity beats the drum 
with Premier deal 

Mr Rick Van Hots, manag- 


AB Foods 
buys flour 
producer 

By James Whit ti n g to n 

Associated British Foods, foe 
millin g, b aking , and sugar 
group has bought A Hins on, the 
UK's leading producer of stone- 
ground flour, from Booker for 
£6. 7m in cash together with 
£L5m in repayment of inter- 
group loans. 

ABF is one of the biggest 
consumers of stoneground 
flour in the UK and has been 
using the AUinson hrandname 
undo 1 licence for the past 12 
years. 

Mr Garry Weston, chairman 
of ABF, said the purchase will 
consolidate the group's posi- 
tion in the wholemeal bread 
market “We have been spend- 
ing considerable sums of 
money promoting and develop- 
ing the brandname and we 
wanted the security of owning 
it," he said. 

The disposal of Allinson 
comes as part of a restructur- 
ing at Bookers initiated 12 
months ago. 


By Christopher Price 

Verity Group, manufacturer of 
Whariedale and Mission hi-fi 
speakers, yesterday beat a 
path towards securing one of 
Britain’s most prestigioos 
drum makers when It made a 
£l-85m agreed offer for Pre- 
mier Percussion. 

The move caused surprise in 
the dramming world as Pre- 
mier was only bought by Its 
management from the Japa- 
nese group Yamaha two years 
ago. Verity said yesterday that 
Mr Tony Doughty, the Premier 
chief executive, would receive 
about £1.4m from the deal and 
join the Verity board as a non- 
executive director. 

Premier, famous for Its 
name in front of a host of 
musical stars, including Keith 
Moon of The Who, the Cold- 
stream Guards and the Joe 
Loss Band, was founded in 
1928 and was family-owned 
until 1984. As well as its 
drums, the group also makes 
other percussion Instruments. 


teg editor of Modem Drummer 
ma g*rim», mid the group Had 
suffered along with other tra- 
ditional drum makers from the 
impact of Japanese manufac- 
turers In the 1980s, culminat- 
ing in its purchase by Yamaha 
in 1984. “It’s still one of the 
big names in drumming, par- 
ticularly in the UK and 
Europe," he said. 

He added that the Praniere' 
main endorsers - drummers 
whose equipment and expen- 
ses are sponsored by the com- 
pany - were Rod Morgaostein 
of foe Dixie Dregs, Charlie 
Morgan of the Elton John 
band, Nlcko McBrain of Iron 
Maiden and Duane Perry of 
Jethro Tall. 

The last audited accounts of 
the group show operating prof- 
its of £415,000 on turnover of 
£7.7in for the nine months to 
the end of December, 1993. 

Verity is raising £l.28m 
through a l-fbr 12 rights issue 
of 17m shares at 7.5p to pay 
for the purchase. 


Pillar Prop at £34,000 
and makes acquisition 


Pillar Property Investments, 
the Investment and develop- 
ment company which joined 
the stock market in August, 
announced pretax profits of 
£84,000, the purchase of a shop- 
ping centre and a new director, 
writes Simon London. 

The result for the six months 
to September 30 was struck 
after charging £2. 17m interest 
on. loan, stock which was repaid 
on flotation. Mr Raymond 
Mould, chairman, said Pillar 
had moved strongly Into profit 

sinnp fhgp 

The company did not publish 
comparative half-year figures 
bat in the nhw months to the 
end of March pre-tax profits 
were £744^)00. 

Pillar also announced the 


acquisition of the Fair hill 
Shopping Centre in Ballymena, 
Northern Ireland for £lL5m, 
through its joint venture with 
SFTQ ImmohDier, the Canadian 
investment fund. The joint 
venture has now spent £62m 
on shopping centres out of a 
potential budget of £25Gm. 

Mr Mould added that Pillar 
was in advanced negotiations 
for the acquisition of a number 
of other investment properties. 

Mr Nicholas Shee han wifl 
join the board in January fol- 
lowing the departure of Mr 
Robert Maxted, property direc- 
tor, in October. Until March, 
Mr Sheehan was chief execu- 1 
tive of London & Edinburgh , 
Trust, foe development com- 
pany. 


|| DIVIDENDS ANNOUNCED ®| 


Current 

payment 

Data of 
payment 

Cociw - 
ponding 
Addend 

Total 

tor 

year 

Total 

last 

year 

Abacas 

Acs! 

fln 2.88T 

Int ZA4t 

Jan 26 
Feb 1 

1.12 

22S 

4 

1.12 


Jin 


Jnt 


Aftm 

Assoc Nursing 

Bearing Power (In 

Owl**** — fin 

-tin 
-fin 


Crossroad® OS §_ 
Dentoy 


Dwyer Estates fln 

Edinburgh Nam fln 

Eurod ol lar bit 

Faber Prest 

Northamber 

N1 Electricity 

OrtQanw 

Scot & Ncwcastia Jnt 

Robot _Jnt 

Young (H). fln 



lO&f 

2 

0.75t 

1 

0.5 

0.2 

1.4 

are 

a4 

m 

iot 

0.5 

09 

4.8 

6.18 

0.333 

2.4 


Feb 20 
Jan 27 
Feb 23 
Mar 3 
Feb 7 
Jan 23 
Mar 6 
Fob 16 

Feb 3 
Jan 20 
Feb 1 
Mar 31 
Feb 16 
Feb 10 
Jan 31 
Jan 20 


8 

1.05 

05 

075 

nil 


nB 


3-39 

4.3 
099 

nil 

1.3 


12 


1 

0.5 


rtf 

105 


nil 

3A 


9 

025 

2 

0.7S 

nfl 


nil 


14 

0.8 

11.38 

13 

1755 

nR 

3.3 


Dividends shown 
Increased capital. 


per share net 
stock. 


except where otherwise stated, ton 


EuroDollar 
ready to 
raise prices 

By Geoff Dyer 0 

EuroDollar, the car rental 
company which was floated in 
July, said yesterday that it 
would try to act as market 
leader and increase prices in 
January. 

At the same time, it said bet- 
ter economic conditions in the 
UK were responsible for a 18 
per cent rise in pre-tax profits 
to £&15m (£7.0im) in foe six 
months to September 30. Turn- 
over rose 15 per cent to £43m. 

Mr fen Mosley, chief execu- 
tive, said volumes in Novem- 
ber were up 30 per cent over 
test y ear, but that there would 
continue to be downward pres- 
sure on margins. 

Earnings per share rose 16 
percent to lip (9.5p). The 
interim dividend covering the 
period since the listing is 1.6p. 


Associated Nursing 
static at £1.07m 

Associated Nursing Services, 
the USH-qnoted nursing 
homes operator, maintained 
interim pre-tax profits at 
£1.07m against £1.05m. despite 
increased development costs. 

Turnover dipped slightly to 
£8.46m (£9.02m) for the six #■ 
months to September 30. The 
nursing homes side raised 
operating profits by 18 per 
cent to £2 .27m (£iA2m). 

Ea r n ing s per share dropped 
to 5.5p (7.2p), while the 
interim dividend was o,75p 
(0.5P). 
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mal^. Strong first-time contribution from Chef & Brewer pubs chain 

& Newcastle 28% ahead 


COMPANY NEWS: UK 
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Bf Roderick Oram, 
(^artaum^lndugl rtwftfitor 


C >‘A strong first-time contri- 
butlon fttmi tbe Chef & Brewer 
pubs chain helped Scottish & 
Newcastle, the beer and Insure 
- *■-" '• V. ; ! : " |. group, report a 28 par cent rise 
Visim. . * r in interim, pretax unfits from 
i .* £i £U4mto fl45m. -■• 
c '!.ir-, iC.‘- ! ' <?• “WbHre had great success in 
?~i;v c>:.~ integrating -Chef & Brewer," 

‘ ,b said Mr- Brian Stewart, SAN’s 
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,i r U ''•*■' chief executive. The groi^ -was 
3wr.v unable to break oat tire under 
! ’*' •? »<-, y * % lying profit growth of the exist- 
■\ ing leisure, pub and brewing 
^(businesses. 

•v« Chef & Brewer, acquired 

" *•■■ ::> ' ■ ,v from Grand Metropolitan a 
' year ago ter £7Q3m T is thought 
^ to be earnings enhancing, sev- 
eral analysts said. Operating 
profits from all pub retail 
activities rose to -£73 Jm 
(E29.2m) on sales of £364m 
CEMfim). ' " : 

Mr Stewart said the chain 
offered plenty more scope' ter 


developmcsgt with, ter example, 
the Homespreads food concept 
and the addition of accommo- 
dation at some sites. Hie group 
was achieving, a 25 per cent 
return on investment in new 
projects in the chain, be added- 

Chef & Brewer took little of 
S&N*s beer daring the half 
year, however, because of its 
supply agreement with Cour- 
age which expires w«rt March. 
“Long-term, we would him to 
supply the bulk of it," Mr Stew- 
art said. 

Profits from brewing and 
related activities ten to £45.4 m 
(£50.4m) on sales of £445m 
(£44$m). Half the fall was 
attributable to low maWngg 
prices which should recover 
next year, the group said. 

S&N*s beer volumes were up 
2.4 per cent in the half year to 
October SO, with, sales to the 
pub trade fiat, but with 
improved margins, and sa le s to 
off-licences and other re tailer s 
up 11 per cent 
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The group benefited frran the 
warm g m ii mw i* weather and a 
good performance from brands 
such as Becks lager and Iheak- 
stons and McBwahs Export 
beer, 

Margins in <•>»*» off-trade suf- 
fered a "substantial decline-, 
but some second half-recovery 
is ejected. 


Leisure contributed profits of 
£49u (£47.im) on sales of 
£2Q2m (£192m). Center Parcs 
achieved a 10 per cent increase 
in profits thanks in part to the 
opening of a third US holiday 
village at Longleat Profits fell 
at Pontin's holiday centres 
because foreign competition 
led to a 7 per cent downturn in 
visitors. Pontin's bookings 
were up about 5 percent in the 
second half, however. 

Net debt was £740m at the 
end of the half year for gearing 
of 41 per cent This was a 
slight increase from the year- 
end level because of a small 
cash outflow as expected. 

The board declared a 7 per 
cent increase in the interim 
dividend from 5.78p to 6.18p. 
Earnings per share increased 
to 20.4p (18. 8p) - or 20J2p 
(l&Sp) fully diluted and exclu- 
ding a £500,000 loss on property 
disposals against a loss of 
£200,000 a year earlier. - 
See Lex 
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New market growth boosts Oriflame 
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Strong growth in newmaricets- 
has helped Oriflame Interna- 
tional, the docff L todoca > 'coemm- 
ics group, to lift interim profits 
by 17 per rent in spite of a 

nHgfat iWiftnin In sales. 

Pre-tax profits for the six 
months to end September, rose 
from 2539m to £83m an tum- 
over of £4&5m (£&9m)- Direct 
sales, throuedt more than 70300 
operatives, accounted for 
£243m (£24.7m) of tread sales. 


Shues in the group rose 12p 
to close at 269p. 

Mr Robert id Jodmik, chair- 
man, attributed the growth in 
profit to higher sales in Fin- 
land, Chile, Mexico and Portu- 
gal. He sees further growth in 
Spain and Portugal, and 
regards Latin America as the 

nmitat mi ^ fflrofy to 

rapidly, with Argentina, Col- 
ombia «m| Venezuela fair gretod 
for next year. - 
“The toughest markets in 
direct selling are in western 


Europe and the US, where 
retailing is so developed.” be 
said. “It is different In the 
emer g in g markets, where peo- 
ple are looking for turning 
opportunities and retailing is 
not developed.” 

The group is also hoping to 
move m to the ihitian awl Chi- 
nese markets. "We are confi- 
dent re being in erne or both of 

flwafl Tnarfaafat fn the wart OOU- 

- pie rehears," said Mr af Joch- 

nik. 

.The .fall in total sales 


Housebuilding helps 
Allen jump to £ 2 . 74 m 


By 


Allen, the Wigan-based 
construction group, mare than 
doubled pretax profits in the 
six months to October 2 as hire 
services and houseb uilding 
turned in sharply improved 
contributions. 

Group profits . climbed to 
£2. 74m <£L28m} on turnover 62 
.par cent, ahead fd £4$.4m 
(£303m). The results includte 
figures for two months from 
DJ Ryan, the cable laying and 
civil engineering company 
bought for about £&9 ul~ While 
Kendrick Hire, the 41-strong 
chain of tool hire depots 
bouetet in September for £3m, 
is included in the balance 
sheet, it makes no contribution 
to the profit and loss account. 

The shares were unchanged 
an the day at lS3p. 

Mr Donald Greenhalgh, 
Allen ehrirman and managtog 
director, said Ryan had not 
been as profitable as expected, 
but stressed that the shortfall 
was material to Ryan, not to 
the group as a whole. The con- 
tracts for North West Water 
and British Gas were profit- 
able; the problems were only in 


the contract fer Nynex. the US 
telecommunications group. 
Allen was •wwMtig a claim 
against the Ryan warrantors. 

The division made operating 
profits of £348,000 on turnover 
. of £736X0. 

Profits from hire services, 
which with Kendrick comprise 
78 depots, Jumped to £L16m 
(£472,000) on turnover of 
£8JMm (£5.07 loX ,AKr Ken lint, 
gro u p deputy managing direc- 
tor, said increased volumes, 
not prices, lay behind the 
advance. 

Completions on. the house- 
building side gre w 46 per c«nt 
to 206 and profits were up at 
£L82m (£822300) on turnover 
of £12.frn (£8.6m). 

Property development and 
investment made £128,000 
(£83,000) on ' turnover of 
£314,000 (£396,000). Building 
contracting suffered the only 
profits downturn, from £332300 
to £238300 on turnover ahe ad 
at £20.7in (£16.4m). 

Getting rose to 583 per cent, 
against 42 per coat last time 
and a setf-impaeed 60 pa cent 

n ]y )rTim<t Eflrnfng g pur nharfl 

were 6.48P (3.99p) and the 
interim diridebd is 2p 


Attwoods 
urges bid 
acceptance 

Attwoods, the UK waste 

company wtidl last Week foil 
to the iingHlp Mffim bid from 
Browning Ferris Industries of 
the US, yesterday urged share- 
holders who have not taken up 
tiie offer to do so. 

The company said that if 
investors sold into marbi 
iwataaH, they would lose their 

righ t * to thp a^rfWimal rtm t hu 

gent payment upon the sale re 
Attwoods* German business. 
The b oard had decided to 
accept BFTs otter at U6.75p, 
plus the proposed &25p divi- 
dend. 

Mr Ken Foreman, Attwoods* 
chief executive, stands to gain 
up to 21.2m' from the sale of 
Iris shares. 

Preference shareholders wfll 
have to decide whether to w ait 
for redemption or accept BFTs 
refer re 92p per share. BFI has 
tile right to redeem the shares 
eariy at their par value of £L 
. BFI won acceptances last 
week representing about 60 
per cent of Attwoods 1 equity. 
If Mr Foreman leaves the com- 
pany, he is entitled to a sub- 
stantial compensation pay- 
ment of more than £700,000. 




R IC HEM ONT 

RESULTS FOR THE SIX MONTHS ENDED 30 SEPTEMBER 1994 

The Board of Directors of Compagnie Fituzndbre Richemont AG 
announces the following results for the period ended 30 September 1 994. 



1994 

1993 


Net Sales Revenue 

£1,877 3m . 

£ 1,744.0m 

+ 7.6% 

Operating Profit 

£339.0m 

£ 305,4m 

+ 11.0% 

Profit Attributable 
to Unitholders 

£ 115^m 

£ 102.0m 

”+ 13«5% 

Earnings per Unit 

£20.17 

£ 17.76 

+ 135% 


Operating profit and attributable profit figures shown above exclude charges 
in respect of .’Rothmans. International's European rationalisation programme 
incurred in the corresponding period in 1993 and are presented before 
charging goodwill amortisation. 

" JL he Group's operating profir increased by 11.0% against the comparable 
period last year to £339.0 million. Operating profit from Richemont’s tobacco 
interests, which are held through Rothmans International, increased by 
£29.6 million (13.2%) to £254.2 million. Venddme Luxury Group, the 
holding company for the Group’s luxury goods interests, reported an 
increase of £9.6 million (10.8%) in operating profit to £98.2 million. The 
coses of developing Richemont's media interests increased by £73 million to 
£16.1 million in the period under review. This reflects expenditure incurred 
in developing the Network Holdings’ business into new territories and the 
losses arising from the Group’s 25% interest in Telepiu $.r.L, the Italian 
pay^tv broadcaster, acquired in June 1 994. 


Copies of the interim report of Richemonr may be obtained from: 

Compagnie Fiaanriirc Richemont AG Rigiscrasse 2 6300 Zng Switzerland 
Telephone: (042) 22 33 22 Telefax: (042) 21 71 38 

' Richemont International Limited 15 Hill Street London WlX 7FB 
Telephone: (071) 49? 2539 Telefax: (071) 491 0524 


reflected the suspension of 
loss-making operations in 
France and Germany; restruct- 
uring In the UK and US; a 
switch from finished to bulk 
sales to the eastern Europe 
operation, which opens a new 
factory in Poland next sum- 
mer ; and a drop in man order 
sales to Sweden. 

The pre-tax figure was 
struck after £446,000 (£432/100) 
in interest and foreign 

Wflhang B gaing and [pggfs Thp 

group, which hedges curren- 
cies on the futures markets, 
ended the period with gearing 
down from 27 per cant to 13 per 
cent 

Earnings per share were 9.7p 
(B.4p), and the interim dividend 
is raised from 43p to 4 jBp. 


Inchcape 
sells motor 
rental 
businesses 

By Stmon Davies 

Inchcape, the international 
motors, services and market- 
ing group, has sold its remain- 
ing car and van rental busi- 
nesses to a management 
buy-out far £29.75m. 

The sale of Kenning Car and 
Van Rental (KCVK) and United 
Rental Group had been expec- 
ted, and represents the final 
phase of streamlining follow- 
ing the acqnisithras of TKM 
and Hogg Group. 

The buyout was backed by 
venture capital group 31, 
which has put together a 
ElOOm financing package to 
cover the purchase price and 
an additional off balance sheet 
debt of £70m related to the 
vehicle fleets. 

Ur Chris Rowlands, director 
of Si’s Birmingham office, said 
the tWO comp a afrw TT V*^ P a 
total operating profit of about 
ti5m last year. 81 has put 
together £17m of equity tend- 
ing, while Barclays arranged 
£15 .5m of debt. The manage- 
ment win own about 40 per 
cent of the company's shares. 

KCVR was purchased by 
Tnchcapp as part of the £383m 


acquisition of ' Prow m March 
1992, while United was part of 
Hogg Group, which was 
bought in June. Their com- 
bined fleets, including vehicles 
operated by franchisees, 
amount to 25,000 vehicles and 
the two companies operate 
through more than 200 out l e ts . 

Mr Kevin Betts, former 
flwniM director at Central TV, 
is to be rhafrnmn, anil David 
Hawhnan wfll be execu- 
tive. 31 said there had been 
competition for the deal from 
other vehicle rental companies 
and also venture capital 
groups. 


National Home Loans 
in the black at £11.4m 


By Christopher Price 

National Home Loans, the 
centralised mortgage lender, 
yesterday confirmed the con- 
tinuing stability in the hoi wring 
market as it reported pretax 
profits of £LL4m for the year 
ended September 30, against 
losses of £36.6m last time. It 
was the group’s first profitable 
year since 1990. 

Mx Jonathan Perry, execu- 
tive f-halrman .said thp health- 
ier property market was allow- 
ing the group to return to 
focusing on its core business of 
mortgage lending. 

NHL had relaunched its resi- 
dential mortgage business in 
June and had already signed 
up 1,000 intennediaries to sell 


its products. Mr Perry added 
that the group's aim was to 
quadruple this figure in an 
attempt to reestablish its posi- 
tion in the mortgage market 

There is still room in the 
market for a quality mortgage 
provider,” he said. 

However, NHL still faces a 
financial restructuring with 
negative shareholders’ funds 
standing at £24.8m against 
£35. im last year, in addition to 
£24m outstanding in preference 
share dividends. 

Mr Perry said he expected to 
announce details of the 
restructuring, which would 
involve a rights issue, early In 
the New Year. 

“I think our shareholders 
expect ns to come back for 


tends for tins purpose at some 
time," he said. 

Net interest income slipped 
from £43. lm to £45 ,6m. The 
group's mortgage assets fell 17 
per cent to £lE7bn (£2.Q4bn). 
However, operating costs slid 
by the same percentage to 
£l7m(£2R6m). 

Provirions for bad debt fell 
from £68m to £23JJm, while the 
number of accounts more than 
three months in arrears 
dropped from 1,726 to L266. 

Repossessions showed a 
sharp decline, falling from 
2^48 to 837. 

Earnings per share were 3.7p 
against losses of 43. Ip last 
year. The dividend, which 
was last paid in 1991, was 
A gain 


Growth in exports behind 
50% improvement at Denby 


By Peggy HoStngar 

A strung rise in exports helped 
Denby Group, the pottery 
tableware maker which floated 
in May, to meet forecasts with 
a SO per cent jump in 
pre-tax pro fi t s from £2.76m to 
£4.l3m. 

Mr Stephen R3ey, managing 
director, said the results were 
“excellent But it is not the 
first time they have been this 
good”. Sales for the year to 
September go rose 25 per cent 
from £17.&n to £2L9m. 

Exports surged by 82 per 
cent, offsetting what had been 
a disappointing half in 
the UK, said Mr Riley. The tax 
increases in. April had had a 
definite effect on the UK econ- 
omy. However, “we are 
delighted to see that a B the 


effort we put into the overseas 
business came through even 
more strongly than we had 
hoped for”, he added. 

Exports now accounted for 
24 per cent of sales, against 16 
per cent last year. Denby still 
had considerable potential 
abroad in an industry where 
exports on average represented 
63 per cent of soles. 

Turnover more than doubled 
in the US, where Denby had 
about 1,000 outlets through 
department stores and inde- 
pendent retailers. Denby is to 
double its marketing expendi- 
ture in the US from about 
$300,000 to $600,000 this year. 

The group's UK sales grew 
by 14 per cent, helped by 
higher prices and increased 
impulse buying of products 
such as mags and cookware. 


Operating margins rose from 
1&5 per cent to 20.S per cent 
Since 1991, when the manage- 
ment buy-out from Coloroll 
was completed, Denby's mar- 
gins had benefited from price 
Increases above the rate of 
inflation, which the group had 
been able to make because of 
improved design and service, 
said Mr Riley. 

Last year Denby increased 
prices by 45 per cent Mr Riley 
warned, however, that it would 
be increasingly difficult to 
push through higher price 
increases. 

A l.4p dividend is proposed. 
If the group had been quoted 
for the foil year, it would have 
paid a notional 3-lp. Earnings 
rose from 6£p to 9.2p. 

The shares, which were 130p 
at flotation, fell 6p to I55p. 
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Magnet beats forecasts 
and Berisford cuts loss 


ByPavMBtackwefl 

Berisford International, the 
funner MnnTnntfitfoa and prop- 
erty group which bought the 
Magnet kitchen and joinery 
business in March, yesterday 
announced its first dividend 
for five years. 

Operating profits from the 
first seven months at Magnet 
were £6 .2m - well ahead of 
City expectations. However, 
the group remained in the red 
for the year to the end of Sep- 
tember, with a pre-tax loss of 
£3 .2m on total turnover of 
£157.5m. compared with a loss 
of £&5m on turnover of £77.6m 
previously. The hoard is pro- 
posing a dividend of 0.5p a 
share. Mr Alan Bowkett, chief 
executive, said the sharehold- 
ers deserved "something for 
supporting us over the last few 



Mr Bowkstt said the group 
was now profitable in its con- 
tinuing business. Furthermore, 
it was making good progress in 
its search for another acquisi- 
tion, this time in the US, where 
it has moire than $60Qm (£365m) 
of tax losses. 

The group ended the year 
with £53.6m of net cash, up 
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from p a Km Since then it has 
sold Eetlon, the automotive 
components concern, realising 
£2im and tafctng the net cash 
position to £70m. 

Mr Bowkett said that he 
hqped to have completed a deal 
in the US by the mldrnp of nest 
year. 

Magnet's operating profits 
were struck on sales of £102m 
and followed a previous loss of 
£900,000. Since March the 
group has cut staff by 469 and 
closed 31 high street outlets. So 
far it has spent £4.9m on 
restructuring. 

It has begun to address new 
markets, particularly national 
builders of new houses. But it 
has also mada big efforts to get 
back the jobbing builder, a 
likely repeat purchaser, by 
rising its martTtng hst Of 40,000 
tradesmen. 

Total group operating profits 
were £3J3m. The loss from dis- 
continued operations, includ- 
ing the cocoa trading associate, 
totalled £&4m. 


Unipart takes strategic steps 
in manufacturing expansion 


By John Griffiths 

Unipart, the motor components 
and accessories group, will 
launch on Thursday a further 
expansion of its exhaust and 
catalytic converter manufac- 
turing operations. 

The move comes just six 
days after Unipart paid rai-fim 
for Eetlon, the motor compo- 
nents subsidiary of former 
commodities and property 
group, Berisford International. 

Thfi acquisition and expan- 
sion - at Unipart's Premier 


Exhausts subsidiary at Coven- 
try - were described by Mr 
John Neill, Unipart’s group 
chief executive, as “ further 
strategic steps in the develop- 
ment of our manufacturing 
business.” 

Eetlon is to became part of 
Unipart Industries, the manu- 
facturing division which has 
become the main focus of the 
group's expansion mid which 
baa acquired substantial busi- 
ness with Toyota’s and Hon- 
da’s UK car manufacturing 
operations. 


Eetlon, which employs 400 at 
Paddock Wood in Kent, makes 
transmission parts for several 
vehicle makers, including 
Ford, General Motors, Honda, 
Jaguar and Rover. 

It will substantially expand 
Unipart's machining process 
capability into a broader 
spread of motor components 
business. Specifically, It will 
complement Advanced Engi- 
neering Systems, a Tipton, 
Staffordshire-based subsidiary 
which already makes 

machined castings. 


Abacus advances to £4.24m 


Abacus Group, the electrical 
components distributor, 
reported pre-tax profits of 
£4.S4m in its first full-year 
results since floating in 
November 1993, and announced 
a push into Scandinavia. 

The 43 per cent increase an 
last year’s £2S8m was struck 
on turnover of £37.5m, 21 per 
cent ahead from £30 Am. Allow- 
ing for the pre-flotation inter- 
est burden, profits before tax 
for the year to September 30 


rose 24 per cent Interest pay- 
able fell from £454,000 to £7,000. 

Mr Harry Westropp, chair- 
man, said the group had 
achieved its immediate growth 
objectives with the opening of 
a Singapore office, two offices 
in Southampton and the addi- 
tion of two franchises, I(7T and 
Framatome Connectors. 

Dubiller, the passive compo- 
nents brand, and CTL Cables 
had both increased s ales by 
some 80 per cent 


Earnings per share came out 
at 9.7p (7.4p). The recom- 
mended final dividend is 2£8p, 
giving a total for the year of 4p 
(l.l2p), compared with a 
national 3Sp. 

The group acquired a 75 per 
cent stake in Pramax, a Danish 
company which distributes 
Philips products in Denmark 
and Sweden, for £2Sm in Octo- 
ber. Mr Westropp said expan- 
sion was also under way in 
Finland and Norway. 
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Ceskoslovenska 

OBCHODNI 

BANKA 

A.S. 

Prague, Czech Republic 

USD 75,000,000 
5- YEAR LOAN FACILITY 

ARRANGER AND UNDERWRITER 
The Sumitomo Bank, Umlted 


LEAD MANAGERS 

The Chase Manhattan Bank, N. A Morgan Guaranty Trust Company of New York 

Uoyds Bank Pic Midland Bank pic 

The Mitsubishi Trust and Banking Corporation The Sumitomo Bank, Limited 

The TokaJ Bank, Limited 


Credltanstalt-Bankvereln 


MANAGERS 

Deutsche Glrozentrale International S. A 
The Nippon Credit Bank, Ltd.. London 


CO-MANAGERS 

Bank Austria Akttengesellschaft Bankers Trust Company 

Barclays Bank PLC Banque Francaise du Commerce Exteiieur 

The Sakura Bank, Limited Credito Italiano S.p A - London 




AGENTBANK 
The Sumitomo Bank. Limited 
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HunterPrint escapes receiver 

Tim Burt considers the repercussions of investing too heavily 


'nmsrftnpMM 

mtrhwi dnk d rama heads for US: Alan Bowkett, left, and Roy 
Hammond, operations director, seeking a new acquisition 


Losses per share came out at 
2Ap, compared with 4£p. 


Stripping out the £4m of gains 
from property and other dis- 
posals and the £&9m of provi- 
sions would leave Berisford 
with a "normalised” pre-tax 
profit of £L7m - or better than 
the break-even figure expected 
by the City. This reflects the 
impressive result at Magnet, 
where margins have been 
quickly lifted to 6 per cent, or 
about half the level of competi- 
tors. The shares are being held 
for Magnet’s potential, the 
hitherto successful manage- 
ment team , and QtB potential 
for a US acquisition. The group 
has a head start In the US with 
the tax losses and £7Qm in the 
bank. Whether investors 
should buy more shares 
depends less on the forecast 
profits, estimated at £18m this 
year, than on how strongly 
they feel that success can be 
repeated across the Atlantic. 


T he takeover offer by 
Quebecor Printing, the 
Canadian printer, for 
HunterPrint yester day cleared 
annthar hurdle by extracting 
new terms from union leaders 
at the group's plant in Corby, 
Nor thampton shire 
Mr David Doulton, Hunter- 
Print's managing director, said 
the GPMU print union did not 
take modi persuading. He told 
them that If they rejected the 
offer, the company's 500 work- 
ers "would be looking right 
down the receiver's throat”. 

Welcoming the deal, Mr 
Doulton claimed it would not 
only safeguard jobs but ra-ea- 
tabllsh HunterPrint as an 
Important fbrce in UK printing. 

Ironically, by TWi HimiHiMiing 1 
the ofifer he may also have 
signed his own death warrant 
There is no guarantee that 
Quebecor will retain a manage- 
ment that has struggled to con- 
tain borrowings during five 
successive years of losses. 

A £13. 6m rights Issue and 
£13 .3m capital reorganisation 
failed to stem the tide, and 
investors who once saw the 
shares reach 5S5p have wit- 
nessed a steady decline to yes- 
terday’s close of l%p - a fall of 
lftp on the day. 

Nevertheless, investors hold- 
ing 5&5 per cart of the ordi- 
nary shares have accepted 
Quebecor 1 s offer of 2p per 
share, while preference share- 
holders will get 1.33p per 
share. 

With no other offers on the 
horizon and its auditors 
expressing “fundamental 
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uncertainty” over its future, 
HunterPrint expects the 
remaining shareholders to 
accept given that receivership 
is the likely alternative. 

But Mr Geoffrey Eades, 
finance director, said the 
group's performance could 
improve with Quebecer's back- 
ing. It could not get much 
worse. The company has been 
fighting a series of crises since 
it turned to lenders in 19B9 to 
finance the bulk of its new 
plant at Corby. 

Mr Eades lays the m»™ 
squarely at the door of Mr 
Michael Hunter, the founder, 
who pushed the company to 
the edge of bankruptcy by 
investing heavily in pro bab ly 
the UK's most modem web off 
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set plant. That saddled the 
group with debts of £44£m just 
as the recession hit the indus- 
try. 

Same City analysts say the 
management, led from 1990 to 
1992 by Sir Ian MhcGragor, the 
former chairman of British 
Steel and the National Coal 
Board, mate matters worse by 
shandy discounting prices to 
win more contract printing 
deals. 

They undercut their rivals 
by up to 50 per cent and could 
not generate the cash just to 
run the business,” according to 
csss. 

Yet that strategy has paid off 
with potentially lucrative con- 
tracts with publishers such as 
Mirror Group Newspapers, the 


Guardian Media Group and 
Associated Newspapers, which 
Quebecor will inherit just as 
they are beginning to mature. 

While agreeing to Inject £ 7m 
to underpin the business, the 
Canadian group has also per- 
suaded Hunter Print’s l enders 
to waive interest cm its current 
borrowing for two years. 

Those borrowings have been 
steadily reduced to £l7m, mak- 
ing the Corby site an even 
more attractive proposition. 

For the printing industry. 
tWn may be bad news. A rival 
that looked terminally ill may 
be reborn in a leaner form, and 
HunterPrint could yet realise 
its founder’s virion of "keeping 
one step ahead of the competi- 
tion”. 


Board urges 
acceptance 
of Quebecor 
takeover 

By Tim Burt 

HunterPrint Group, the 
debt-burd ened pri nting 
company, yesterday warned 
shareholders that Whir* to 
hack an agreed takeover by 

Quebecor Printing. North 
America's socond-biSKWt 
commercial printer* could 
force tt to appoint receivers. 

A n TV ffip*"? a 24.4 per cut 
increase to feU yvsrloaw* to 
Corby-based company uU it 
would be unable to guarantee 
the group's financial fixture if 
the C S frm (Ei.4m) acquisition 

was derailed. 

Pre-tax losses rose from 
£3. 16m to £3-93nx in tha year 
to September 25 on turnover 
down from £50 An to £484 m. 

The group, which is . 
Britain’s leading Independent 
printer of national newspaper 
supplements, taw gearing 
increase from 134 per cant to 
183 per cent - equivalent to 
total debts of £l7m- 

That meant it waa unable to 
declare a dividend or pay 
dhrtdctid* due on its 
cumulative redeemable 
preference shares. 

"The level of on-demand 
{banking] facilities available 
to the current management 
does not provide sufficient 
working capital for to - 
group's future trading 
requirements,” said Hr Jeaff 
Samson. HunterPrint - 
chairman. 


Conditional consent for £92m DMGT acquisition 


By Raymond Snoddy 

Industry minister Mr Tim Eggar 
yesterday gave c o n d itio nal consent for 
the Dally Mail and General Trust to 
acquire T Bailey Forman, publisher of 
the Nottingham Evening Post, for £92m. 

In October the Monopolies & Mergers 
flnwmriftdnn TWMWihnnmaly opposed the 
acquisition on the grounds that it 


would give DMGT, publisher of the 
Daily too high a ryinr^ntratimi of 
newspapers in the East MMianda. ja 
order to be able to go ahead with the 
acquisition DMGT tea to agree to a 
number of conditions: 

• to create a new editorial board 
which will be responsible for maintahi- 
lng editorial independence at the Not- 
tingham Evening Fori; 


• to sell the Long Eaton Advertiser 
and Stapleford and Sandlacre News and 
not reenter the weekly paid-for newspa- 
per market In the East Midlands; 

• to refrain from launching a regional 
edition of the Dally Mail in the area. 

to addition, there will be a general 
obligation to avoid acting in a way that 
prevents, distorts or re rtricts competi- 
tion in tha newspaper market in the 


area, including advertising. - 

DMGT A shares raw 3p to 988p on to 
news. 

Midland Independent Newspapers, 
publisher of the Birmingham Post and 
Mall, asked the govenuwnt to Mock 
the deal and said the only way to 
address concerns about tin acqutankn 
was for DMGT to sell daily titles In to 
region. 
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Bearing 

Power 

recovery 

Improvements from both its 
Canadian and UK operations 
enabled Bearing Power Inter- 
national, a distributor of bear- 
ings and power transmission 
components, to recover from 
losses of £20,550 to pretax prof- 
its of £L05m in the year to 
September 30. 

Turnover climbed 57 per cent 
to £38. 7m (£24. 6m) and earn- 
ings per share came to 2.4p 
(0-5p losses). The final dividend 
has been stepped up to lp 
(o,75p) and with current trad- 
ing showing an improvement 
on last year, the company said 
it expected to pay its first 
interim next year. 

Explaura 

Explaura Holdings, the 
USM-quoted dolomite and lime- 
stone quarry group, was still 
looking for a strategic partner. 
Mr Robin Finch, the chairman 
told the amiTial meeting. 


Shareholders were reminded 
that Explaura was pr ogressing 
only with the forbearance of its 
main creditor, Royal Rank of 
fianada, which had received no 
inteest payments for a “con- 
siderable period”. 

When the current manage- 
ment took control it began 
building up the business prior 
to looking for a strategic part- 
ner. 

Negotiations were taking 
place with three big companies 
which are interested hi a joint 
venture, the chairman added. 

Mr Finch also announced tha 
resignation “for personal rea- 
sons” of Mr Rick Sandri, a 
director nominated by Inca 

Dwyer Estates 

Dwyer Estates, the Irish prop- 
erty investment and trading 
group, built on its first-half 
recovery , ending the year with 
a pre-tax profit of £L4 an. 

The outcome compared with 
a restated loss of £7J8m in 1993 
and represented further 
improvement on the profit of 
£378^00 achieved in the first 
half this year. 

The year had been one of 
considerable nhangw said the 


NEWS DIGEST 


Joey Esfandi. the chief execu- 
tive, with nine acquisitions 
mqdg during the period. 

Turnover for to year to Sep- 
tember 30 grew from a restated 
£5Jjlm to £5S3m. The Interest 
charge was cut from £3J>$n to 
CTfflrn and remhigg came OUt 
at 3.1Bp (27-96p losses). 

Dwyer is returning to the 
dividend Hat with a recom- 
mended final of 0.75p. The 
share price was unchanged at 

4fip- 

Fnller sale 

Fuller Smith & Turner is sell- 
ing its 75 per cent stake in 
Classic Ales to Greenalls 
Group for ES25/XX) cash and the 
repayment of a £430,000 loan. 
The deal will generate an 
exceptional profit of about 
£500.000. 

H Young improves 

H Young Holdings, to market- 
ing and distribution company, 
reported an 84 per cent 
advance In pre-tax profits from 
£787,000 to £L4fim for to year 
to September 30. 

Turnover Increased 29 per 
cent to £42m (£32.7m) and after 


Interest payable of £359.000 
(£806,000) earnings came out at 
6Sp (3p) per share. 

A final dividend of 2.4P (L3p> 
is proposed for a 3.6p (3.3p) 
total • 

Hunters Armley buy 

Hunters Armley Group, the 
commercial printing company, 
is to pay £4.4m for to Bristol- 
based printer Harlequin Col- 
ouiprlnt 

The initial consideration will 
be satisfied by £l3ln in cash 
and 57,470 new ordinary 
shares, equivalent to £10QjQQQ, 
which to vendors have agreed 
not to dispose of before Decem- 
ber 1995. The remainder, to a 
maximum of fi?..53m, will be 
paid in cash or Hunters Arm- 
ley ordinary shares in. three 
annual instalments beginning 
in 1996. . . 

Harlequin had pre-tax profits 
of £258.000 for 1993 on turnover 
of £2SBm. Net assets stood at 
£850,000. 

Tinsley Robor 

An “improved performance 
from all operations” was 
reported by Tinsley Robor, 


with pre-tax profits advancing 
from £12,000 to £731.000 for to 
six months to end -September. 

Turnover at to pruning end 
packaging group wafte from 
mint to ElATm, and after an 
interest charge unchanged at 
£231,000, earnings par share 
came out at lSp (OJp losses). 

The company is returning to 
to dividend list with a 0.333? 
distribution. The shares closed 
2p ahead at 37P. 

Mr John Rose, chairman, 
said prospects for to second 
half were encouraging, with 
every sign of margins being 
maintained. 

Edinburgh Nw Tiger 

Edinburgh New Tiger Trust, 
which invests in quoted 
smaller companies In emerging 
Asian countries, reported a 7 
per emit fell in net asset value 
in to 9ft months period since 
its January launch. 

Net asset value at October 31 
waa 44.75p, against 48.l9p on 
January 14. 

After-tax revenue for the 
period came to £l.34m and 
earnings per share were 
0.4782p. There is a final divi- 
dend of 0.4p. 


MAKE SI RE YOU 
UNDERSTAND THE CHANGES 
AND OPPORTUNITIES IN 
EASTERN EUROPE 


Read die following publications from the Financial Times. 

East European Markets 
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Finance East Europe 
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For a Free sample copy 

Please contact: Simi Ban sal, 

Financial Times Newsletters, 

Marketing Department, Third Boor. 
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The Private Bank & Trust Company Limited 
has acquired the business of 


First Independent 
Corporate Finance Limited 


THE PRIVATE BANK & TRUST COMPANY LIMITED 

12 Hay Hill London WlX SEE 
Telephone: 071-491 9111 / 071-872 3700 Facsimile: 071-S72 3706 

Member of IMRO 
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TUESDAY DECEMBER 6 1994 


Patty Buss, Owner/Manager. “We have five employees and one Power 
6100. It’s our word processor, fax machine and filing cabinet. It runs our spread- 
sheets, manages our books, creates our promotional materials. It does everything. 
And it’s easy to use - so easy that everyone in our company can use it. Our 
Power Macintosh cost us the same as a PC - but it helps us do much more.” 
Power Macintosh. It’s a better future than you expected. 
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Mild weather 
undermines oil 


By Robert Coizine 


Oil prices weakened farther 
yesterday as unseasonably 
warm weather persisted in 
many parts of Europe and the 
US. 

The price of the benchmark 
Brent Blend for January Ml to 
$1550 in late London trading, 
more than a dollar down from 
Thursday’s close. 

Recent temperatures in 
Europe have been 2° to 5° C 
above normal MDd weather is 
also affecting the north-east 
and mid-west regions of the 
US, where demand for heating 
oil is 19 to 28 per cent below 
normal for this time of year. 

World crude aQ prices were 
also dragged down yesterday 
by sharp fans in the price of 
petrol in the US. 


Petrol prices were affected 
by reports that some areas that 
were to introduce reformulated 
gasoline on January 1 were 
about to poll out of the pro* 
gramme. US cities with severe 
smog problems are required to 
introduce the fuel, but other 
areas have volunteered to Join, 
the programme: 

US refineries had been 
strong buyers of crude oil in 
recent weeks to ensure that 
adequate stocks of reformu- 
lated fuel were available. 

Fears of withdrawals from 
the programme left markets 
“believing that reformulated 
gasoline win be in over-supply 
rather than under-supply”, 
according to Mr Peter Gignoox. 
head of the energy desk at the 
London office of US brokers 
.Smith Barney. 


Rubber pact extended 


By Kieran Cooke 
in Kuala Lumpur 


Members of the International 
Natural Rubber Organisation 
have agreed to a year’s exten- 
sion of the existing world rub- 
ber pact 

A meeting here of Inro, 
which groups six rubber 
ft ixp o n- y irg nations and 21 con- 
sumer countries, decided that 
the extension was necessary 
for the “final ne g o tiation of the 
new agreement”. Whether to 
grant an extension to the exist- 
ing rubber pact, which stabi- 
lises prices through a buffer 
stock system, or negotiate a 


new agreement has been 
argued between producers and 
consumers for several months. 

However, producers concerns 
have been tempered by a 
recent upsurge in natural rub- 
ber prices. Tight supply and 
growing demand, particularly 
China, have pushed prices to 
the highest level for six years. 

At its meeting Inro said it 
was concerned that high, prices 
had created a very volatile 
market and that heavy specu- 
lation by some traders had 
resulted in contract defaults. It 
said po sitive action was needed 
to restore order, confidence 

and credibility in the market. 


MARKET REPORT 


Silver’s retreat continues 


SILVER yesterday continued 
to lead the retreat of precious 
metals prices, closing 27.5 
cents down in London at $L65 
a troy ounce. GOLD ended at 
$376.70, down $250, slightly up 
from an earlier 3%-month low. 
“Silver did most of the hard 
work an the way up and it will 


probably do the same on the 
way down," one analyst said. 

Wide swings in London 
Metal Exchange NICKEL 
prices resulted in a nervous 
day's trading throughout the 
base metals complex and all 
contracts ended sharply down. 
Complied from Renters 


UK tenancy reform lacks incentives 

Without fiscal changes opportunities for new entrants to agriculture 


for landowners 

may remain few and far between 


O pportunities for young 
peqple in any industry 
are universally 
regarded as “a good thing”. 
New blood brings new ideas 
that also stimulate those 
already involved. Fanning is 
no exception, and one of the 
wM»flna by which twa may be 
encouraged is through the 
availability of farms to rent 
By relieving *ha new entrant of 
the requirement to purchase 
land it offers a relatively low 
cost way of getting a start 
I started that way myself, 
renting my first farm, on 

which I still live, when I was 

20. It was fairly commonplace 
for a young mon to be whin to 
rent a form in the late 1950s. 
But subsequent legislation and 
developments designed to 
avoid its provisions have 
brought about radical changes 
in the UK; and today few new 
farm tenancies are arranged. 

So the granmmrflinren t in the 
Queen’s speech that a Tenancy 
Reform Bill to address the 
problem anH encourage land- 
owners to let more land would 
be presented during this ses- 
sion of parliament was, on *•>»» 
face of it, very good news. 
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By David Richardson 


Indeed, the government and 
the Royal Institute of Char- 
tered Surveyo r s forecast that 
the reform, when enacted, 
would lead to 1m acres more 
f armland becoming available 
for rent Sadly, 1 fear their esti- 
mates are wildly optimistic 
and that, short of fiscal reform, 
only a few new fanannfag will 
be created. 

Before 1947 most UK farm- 
land was owned by one group 
— landowners - and formed by 

— tyw^nitg, 3 

variety of legal agreements. 
These were usually written in 
favour of landowners and it 
was not unusual for tenants to 
be evicted, without compensa- 


tion for i mprovements , at the 
whim of the owner. 

In 1347, as part of a wide- 
ranging Agricultural Act, Mr 
Tom Williams, the Labour agri- 
culture. minister, introduced 
life-time security of tenure for 
tenant formers. The prospect of 
losing control of their fend for 
many years together with the 
ability to seD it, if necessary, at 
the enhanced price available 
with vacant possession, 
reduced the number of tenan- 
cies being offered. But the sup- 
ply did not fey op altogether, 
as I found in 1958. 

In 1976, however, another 
Labour government brought in 
security of tenure for three 
farming generations, provided 
certain succession criteria 
were met It was a measure 
that had been introduced in 
Scotland some years earlier. 

It raised the possibility that, 
if they altered into new ten- 
ancy a grpFnwint s, lanHiw nwrs 

might lose control of their 
forms for up to 100 years. The 
immediate effect was a refusal 
by landowners to be so ham- 
strung and to an extortion iff 
thg established policy iff ta king 
any farms which «nrtp. vacant 


“m hand” - that is forming the 
land themselves. 

Not u& landowners were suc- 
cessful at forming, however, 
and a variety iff arrangements 
developed whereby owners 
could derive income from their, 
food without having to do the 
job themselves, but also with-, 
out creatmg imdesfreable tea- 
ancles. 


I n some cases land agents 
were retained to control 
managers employed by 
owners. Various forms of 
share-farming were introduced, 
with the owner entering into 
limited partnership arrange- 
ments with local formers or 
their sons. Contract forming 
deals were devised that 
included full wiftTiagwwnmt of 
the form by the contractor and 
guaranteed landowners a 
rental equivalent income as 
well as a share iff the profit 
after costs. Some cashed in pa 
the Gladstone v Bower case, 
which by judicial ruling 
allowed a licenced tenancy to 
run for up to five years with- 
out aeating a tenancy. 

Furthermore, the owners 
who entered into contract 


arrangements, usually for 
three years, which has now 
emerged as the most wide- 
spread ywrf papular way rouxm 
the present law, also qualify to 
be taxed under Schedule D 
rather than having to pay 
higher rates when receiving 
rents, which coant as 
unearned income; they are the 
f a nners so can reclaim much 
of their VAT, and as owner-oc- 
cupiers their heirs qualify for 
Tnhwit ftpi y tax relief not avail- 
able to the owners of let land. 

In his budget last week the 
chancellor did nothing to 
change those owner -occupa- 
tional benefits. It seems to me. 
therefore, that little has . 
changed, or will change, when 
the Tenancy Reform Bill 
becomes law next year. 

The new arrangements for 
which the Bill provides, which 
have been out over 

several years by the- National 
Farmers’ Unions, the Country 
Landowners Association, the 
Tenant Farmers' Association 
and the National Federation of 
Young Fanners’ Clubs contain 
many sensible and practical 
idea s . 

There is recognition, for 


Virgin Islands closure to 
reduce alumina surplus 


By Kenneth Goodbig, 
Mining Correspondent 


Virgin Islands Alumina 
Corporation (Vialco) wQl shut 
its refinery in the West Indies 
for at least a year taking 
between 600,000 and 610,000 
tonnes off the market. 

Analysts said the alumina 
(aluminium oxide) market 
would stOl remain significantly 
in surplus in 1995. “But the clo- 
sure might change ran ferment a 

little and allow some producers 
to pass on in higher prices 
some of the cost increases they 
face," said Mr Tim Armstrong, 

at tha GRU Intern ati final con- 
sultancy organisation. 

Glencore, the Switzerland- 
based international trading 
organisation that Indirectly 
owns Vialco, blamed market 


conditions for the temporary 
closure, which takes affect by 
the end of this year. While not 
disclosing Vialco’s production 
costs, Glencore admitted the 
plant was not braking even at 
present alumina prices. The 
plant would be kept “in opera- 
tional readiness”. 

Mr Armstrong estimated 
that there would be a 600,000- 
tonnes alumina surplus next 
year, despite the Vialco clo- 
sure. 

The alumina market is suf- 
fering because about Lm 
tonnes of western world alu- 
minium capacity has been shut 
down in the past year follow- 
ing the international trade 
agreement between some of 
the major producing countries. 
A further 200,000 tonnes has 
been cut in Russia. 


Gatt sees Uruguay Round settlement 
lifting cheese exports by 50 per cent 


Bjr Frances WBBams In Geneva 


Cheese exports could increase 
by up to 50 per cent as a result 
of market opening moves 
under the Uruguay Round 
trade pact, the General Agree- 
ment on Tariff and Trade says 
in a report out today. 

Gatfs latest annual survey 
iff the world dairy market says 
the phased reduction of tariffs 
aT>d establishment of minimum 
access levels for dairy products 
will provide new export oppor- 
tunities in what has been hith- 
erto one of the most prote ct e d 
of aQ industries. 

Under the Uruguay Round 
deal, which, is due to came into 
effect on January l, countries 
must offer import access equiv- 


alent to at least 3 per cent iff 
total consumption, rising to 6 
per cent after six years. 

Far cheese this translates 
into additional Imports of 
lffLOOO tonnes (up from 213,286 
hwimw to tonnes), feh* 

EU market alone accounting 
for an extra 86,000 tonnes. Far 
milk powder and butter the 
extra access is more modest at 
12 per emit (53,000 tonnes) and 
21 per cent (22,000 tonnes) 
respectively. 

The trade pact also requires 
almost aQ import restrictions 
to be converted into tariffs and 
refereed by 3S per cent by the 
end of tin decade. Even after 
these cuts dairy teriffa will 
sometimes be very high - over 
100 per emit for Canada, Nor- 


way, Finland and Poland, 
among otters. 

However, Gatt points out 
that for exporters the tariffs, 
which normally cannot be 
raised again, are a more trans- 
parent and predictable form of 
trade protection than the pleth- 
ora of import quotas and vari- 
able levies they are replacing. 

Competitive exporters will 
aicn benefit from the planned 
export subsidy cuts. Gatt notes 
that the actual decrease will be 
higher than the required 21 per 
cent over six years because 
exports, especially of cheese, 
have risen since the 1966-90 ref- 
erence period. 

Reviewing the current mar- 
ket situation, Gatt says world 
milk production continued to 
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■ SOYABEANS C8T (5300bo nfec cratolBOb beriraQ 

Jn 

56» 

-0/4 

585/2 

559/4 47,791 20,700 

Her 

571/2 

-OB 

574/4 

566/6 3*128 

*708 

■re 

57B/0 

-1/4 

581/D 

575/4 1*579 

2382 

Jd 

582/4 

-1/2 

58541 

SSM 25349 

*999 

He 

584/D 

-1/B 

568/4 

583/2 2377 

71 

are 

585M 

-1* 

557/4 

58551 1396 

157 

TOW 




137387 82317 

■ SOYABEAN Ott. CBT (BOtoObK certa/Bff 

Deo 

23.73 

+051 

2075 

2900 14302 

3314 

Jn 

2834 

+037 

2831 

2732 3*279 

7329 

Iter 

Z731 

+021 

2730 

2*75 27357 

4317 

“re 

2B37 

+015 

28.10 

2537 1*777 

2,100 

Jd 

2121 

+009 

2530 

2430 11,104 

1339 

*■1 

24.80 

+005 

2US 

2470 *278 

65 

Tdd 




1223*5 21322 

■ SOYABEAN MEAL CST (100 tons; $/torff 



713N 113* 
■ UVE HOQS CME f40L0006>a; oantaAd 


DSC 


1226 

+4 

1238 

1228 384 

117 

Dec 

30325 +0250 3UB0 30350 

*050 

*151 

1240 

+4 

1246 

1238 42391 4352 

fab 

35258 +*475 3*500 34300 

1340 

372 

1282 

+4 

1285 

1280 1*682 1,180 

far 

35675 +*550 38325 3*200 

522 

88 

1281 

+a 

1287 

1280 33*6 

279 

Jn 

42375 +*300 42J75 41375 

425 

46 

1302 

-a 

1305 

1302 1373 

27 

An 

41325 +0275 41350 47300 

145 

8 

132S 

■e 

- 

- *308 

1ST 

Oct 

3*500 +*3S 3*850 30300 

• 

1 




77/371 *572 

Vetri 


38317 

*888 


■re 

Jd 

are 

Dae 
Total 

■ COCOA QCCC>(50BMn»raa 


■ PORK BELLES CME (4O0(nK»; confatoeO 


Oac. 2 

o*r — 


Mm ne&dre 

.64032 S3735 


NO 


■ C O mx ugff/tanne) 


Jn 

2884 

+40 

2900 

2795 

*797 1.109 

■ra 

2846 

+64 

2857 

2750 

9317 2304 

■re 

2828 

+75 

2820 

Z720 

435B 

185 

Jd 

2808 

+80 

Z775 

27DD 

1354 

17 

S«P 

2785 

+75 

- 

- 

2335 

- 

He* 

2770 

+75 

- 

• 

359 

- 

TaM 





2*319 *498 

■ COFra Xt CSCE (37.0006*; anta/fed 


Dec 

15*50 

+130 

18230 15*75 

227 

81 

Star 

16*36 

+235 

16435 

159.75 17305 4.451 

Key 

165.45 

+230 18630 18235 

*432 

935 

M 

16*90 

+*40 

16*00 16430 

2396 

78 

Sep 

16*80 

+235 16935 10*25 

1,431 

58 

Dee 

18*00 

+210 

16930 

18730 

1,114 

38 


M 

Trite 


35375 40250 3*400 65350 
31250 40375 36300 3&100 
37375 +OSS 38300 37m 
38.400 40325 36300 38300 
37325 +0350 37300 37300 
47/00 +0350 47300 


5.187 2.151 
1/40 372 

522 88 

4S 46 
145 6 

9 1 

1*739 *988 


LONDON TRADED OPTIONS 

i price t tome — Cdte Puts — 


Tdd 

■ COFFEE ffCQ) (US certsfexncff 

3*288 *889 

Dec. 2 

Pries 

Pm day 




■ NoT PRBMJM RAW SUGAR LCE (osntaflba) 

jn 1330 

■ra K7D +*15 

Mre 1478 +*18 

Jd 1436 

ToM 

■ WHfTE 8UQAR LCE (S/tom) 

37D 

an 

300 

ijno 


Deo 

1543 

-05 

15*2 

1544 

*943 

5.418 

Jaa 

1562 

-06 

1573 

1559 323« 


Hr 

1903 

•*7 

MOJO 

1597 2*094 

*8*1 

■re 

1644 

-*4 

1953 

16*9 12307 

1305 

Jal 

169.1 

-0.4 

1693 

1687 11385 

1398 

to« 

1713 

■*7 

1713 

1713 

2364 

113 

Tdd 




105,137 17392 

■ POTATOES LCE (E/tome| 




■ra 

250.0 

- 

- 

- 

. 

. 

Apr 

2BEL5 

-43 

ZTO3 

2BSJD 

1396 

54 

■re 

mo 

+73 

- 

- 

2 

. 

Jan 

2303 

- 

- 

- 

- 

- 

Tdd 





1309 

54 

■ FRBQHT (BJFFEX) LCE (SIQ/lridu paW) 


Dn 

2011 

+8 

. 

_ 

341 

. 

Jn 

1985 

+21 

2006 

1978 

89S 

196 

m 

1955 

+20 

1969 

1905 

09 

49 

Hr 

ten 

+23 

1897 

1855 

1358 

147 

Jd 

iea 

+25 

1650 

1810 

158 

30 

fat 

17D0 

+25 

1700 

1700 

22 

1 

Total 

Does 

Ml 



23*1 

42S 

BH 

1982 

1930 






■ra 

40330 

+130 40430 39*60 1*300 1jS27 

■re 

39430 

+*40 39530 38630 

4350 1393 

An 

38*80 

-0.10 38430 37*20 

4387 339 

ora 

38450 

-0-10 SCI 30 36030 

1377 29 

Dec 

34*90 

■0.10 

130 

■ra 

34*00 

-0.10 

219 

Tdd 22383 23M 

■ 9UQAJR 11* CSCE (11*000to«; cwCtetld 


( 8*7*) LME 

Fab 

May 

Fab 

May 

1880 

111 

146 

80 

no 

1900 

88 

134 

82 

129 

1990 

87 

123 

105 

142 

■ COPPER 





(Grade A) LME 

Fab 

Mqy 

Fbb 

May 

2850 

146 

124 

77 

180 

2900 

121 

105 

100 

210 

2960 

97 

89 

128 

242 

■ COFFS LCE 

Jan 

Mar 

Jan 

Mar 

3000 

S3 

149 

169 

303 

3050 

40 

130 

208 

339 

3100 

30 

122 

246 

376 

■ COCOA LCE 

Dec 

Mar 

Dec 

Mar 

800 

- 

87 

. 

28 

09* 

- 

53 

- 

89 

850 

- 

41 

- 

62 

■ BHnrr crude ipe 

Jan 

Apr 

Jan 

Apr 

1600 

32 

62 

24 

98 

1850 

18 

44 

64 . 

112 

imn 

5 

31 

96 

148 



ACROSS 

1 Control gravitational farce on 
top of pole (6) 

4 Decoration or title at front of 
books (8) 

9 Vocal cards hare are cot short 
in wildcat (6) 

10 Lives behind a North African 
shrub (8) 

12 Solid brown - newfangled 


LONDON SPOT MARKETS 


Mv 

1440 

4*11 

1430 

1420 9*59822390 

dW 

14*1 

+*14 

1448 

1419 37327 7379 

Jd 

1411 

+*01 

1430 

1*96 22361 

*100 

Od 

1*24 

+034 

1*31 

1*10 2*200 *475 

■or 

1239 

+034 

1*74 

1230 6388 

807 

■re 

1238 

+004 

1264 

1242 1489 

112 

Totri 




191398 

■384 

■ COTTON NYCE ffiOjXKIba; oente/tbe] 


Bee 

9*50 

-030 

81.50 

8030 426 

429 

Iter 

81 JD 

-1.14 

8230 

8140 31383 *939 

■v 

9230 

-1.15 

m tx 

8225 10,164 *329 

Jd 

8230 

-1.48 

8*80 

8240 5374 2,124 

Od 

7*50 

-*50 

7430 

7*50 932 

296 

Dec 

7135 

■*35 

7130 

7130 5,183 

852 

Told 




■438413371 

■ ORANQE JUICE NYCE (IS/ODOIbe; centa/fea9 

Jn 

10330 

-135 10590 10*28 11314 1332 

Her 

107 JO 

-135 

10930 

10730 7345 

599 

■re 

11030 

-130 11230 11030 1376 

903 

Jd 

11335 

-1 JD 

11*55 

11*85 1344 

8 

Sap 

11055 

-130 11*00 11835 2390 

38 

Be* 

11636 

-130 11730 

11730 1367 

283 


Tra 


Three ww good general demand, report* the 
Too Brokers’ AwoeteUon. Colouy liquoring 
Assam met knn compet i tion and pricas 
advanced 4 to 8 ponce. Ptatora North Intfans 
ram nto ed about steady. Bright East Africans 
•rare bregubr and dosed 2 to 4 pence easier 
but medumc were wal auppoted at My fan 
rates. Batter liquoring Ceytore held firm but 
poorer aorta ware often saber. Madhim 3m- 

bebw* Ceylon end Kenya teas add wafl«t lad 
Levels but ptafaw dOMriptiOrtO Ware lower 
where said. Qmtdtaw beat BvafabJs iSOpficg, 
good 135fAg, good medkira 126pAce, madkan 
HOp/kg. low madhim TSp/kg. The highest 
price raised thfa weak wea IBIp/kg tor a 
Kenya pti. 


BJ8Z *440 


VOLUME DATA 

Open Interest and Volume data shown tor 
contracts traded on COM EX NYMEX. C5T. 
NYC£, CME, CSCE tnrf PE Crude 06 are ana 


INDICES 

■ REUTERS gee* IMjgfajOg 


Dec 6 

Dee 2 

month ago 

veer ego 

2161,4 

21673 

210*6 

1836.7 

■ CRB Fuftne peas lOBTWIOQ 


DeeS 

D ec 1 

month ago 

S/wrago 

287.71 

2293S 

flM.ua 

221.76 


■ CRUDE OIL FOB &>ar barrri/Jrai) 

+OP- 

Debd 

31*24*272 

-0295 

Brant Stand (dated} 

31S39-&01 

-039 

Brant Staid pan] 

81&14-&16 

-039 

WTL (1pm 

*1636-8372 

-044 

■ Ott. PRODUCTS NWEpnndt deffny (MF (tonne] 

PramKrei Gaaofina 

8153-155 

-103 

Grata 

*140-141 

-33 

Heavy Pud 01 

*9485 

-33 

Naphtha 

*177-179 

-05 

Jet tm 

*198-182 

-45 

□toad 

*146-147 

-40 

mrate* TM. lundbn @71) 359 87S2 


■ onra 



Gold Vw troy 

$37870 

-450 

Stver (ffer tray ai)# 

48&0O 

-273 

Raanum tore trey azj 

*40025 

-630 

PeBadura tore troy ett) 

*15230 

-430 

Cupper (US pro*) 

1433c 


Lead (US prod) 

40 76c 


Tbi (KListe Uenpu) 

1*51r 

+033 

Tin (New York) 

MPBp 

-53 - 

Caata (Ke wdghQt 

11B35p 

+034' 

Strap (Bra w*gtrtjt4 

11734p 

+1015“ 

Plga pra weight) 

TZ23p 

-738* 

IndvmprW 

$34*20 

-030 

Lotl day sugar fata] 

«P0 

-450 

Tabs & Lye export 

E337.00 


Barter (Big. toed) 

Ung. 


Maize (US No3 Yetow) 

£1273 


Wheat (US Dark North) 

£1653 


Rubber (JaW 

N/A 


Rubbra FeMf 

N/A 


Rubber (KLRSSNolJuQ 

8573a 

+23 

Coconut Ol (PlflQS 

S70G3y 

-100 

PSIm OB (MdayJ§ 

*7S23z 


Copra (PWI}5 

*4873q 

-143 

Sayaboens (US) 

£167.0v 

+13 

Qriton OuttoaJCA' index 

8430a 

+1.10 

WtoaBape (B4e 3met) 

464p 



IS Pretend to take for granted - 
it’s appropriate (6) 

15 What thief does in jail? (4) 

16 Anointing ceremony hasn't 
started (7) 

20 Put back cover girl problem 
(7) 

21 What they say Archer draws 
for Dandy? (4) 

25 Goes off with booty (6) ' 

26 In the water at Cowes it’s 


28 Provide weapons and silver, 
and return container for 
brandy (8) 

29 To wit - that’s right - an 
Ottoman official (6) 

30 Hung on for zero return: mis- 
placed greed (8) 

31 Potatoes might be dwawriwi 
by mother (6) 


DOWN 

1 Exclamation from America 
about tongue in aspic per- 
haps (8) 

2 Cover In a wild plant with 
small flowers (8) 

3 Chased detectives off (6) 

5 Animal turns up In grass (4) 

6 Incombustible material is 
cream, so upwardly mobile 
( 8 ) 

7 Some wear full dress uniform, 
Inviting reprimand (6) 

8 He samples tin of tea plant (6) 

U Finish off thinner one in the 

second row (7) 

14 Way a tropical bird reveals 
staying power CO 

17 Pass on a record verbally, 
mak ing conversation (8) 

18 Marine creatures swim 
around, always restlessly 

rartfeari (8) 

19 Peart might be educated, dis- 
cerning and well-mannered 
( 8 ) 

22 Criticise pompous fool over 
trouble (6) 

23 And not one Fren chman (6) 

24 Firm given mine over a efa«s 
of sherry (6) 

27 “Longhair'’, principal (4) 


£ Sat ° rd ^? Pnzzfe on Saturday December 17. 
solution to yesterday’s prize puzzle on Monday December 19. 




Of broking and jobbing the Pdikan's fond. 

See hour sweetly he puts your word onto bond. 

Sfbilhan® 


JOTTER PAD 
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instance, of tine desires of both 
parties for flexibility.. So. no 
Pi jniwum term for tenancies 
has been set and there wfflbo 
more freedom on the uses to 
which the land is put. For the 
protection of tenants there will 
bo mandatory compensation 
for improvements; provision 
for Independent arbitration to 
settle disputes; effective proce- 
dures for notice to quit and a 
check on rent Increases. All 
are workable, but without the 
extra incentive to the land- 
owner that taxation reform 
would have provided I doubt 
the package will prow attrac- 
tive to many. 

I should declare m interest, 
as a non-executive director of 
one or the form management 
companies involved in a great 
deal or the type of contract 
forming I haw described. But I 
can see few reasons, other than 
altruism, why landowners 
should decide to give -up those 
significant tax benefits plus a 
profit share, for which they 
qualify under a contract form- 
ing arrangement, in order to 
let their land under one of the 
proposed form business tenan- 
cies. 
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decline this year, with lower 
output in Europe - especially 
In eastern Europe and the for- 
mer Soviet Union - outweigh- 
ing record production in Aus- 
tralia and New Zealand. 

World production and con- 
sumption of butter are also on 
a long-term downtrend. But 
cheese production la rising and 
an even foster increase in 
demand for cheese is expected 
to sustain high prices and 
buoyant exports. 

The World Market for Dairy 
Products 1991 (SFr25); and spe- 
cial annex. Summon/ of the 
Results of die Uruguay Round 
in the Dairy Sector. (SFriS): 
Available from Gatt Centre 
William Am parti; 154 rue dc 
Lausanne. CH-12II Geneva 21. 
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LONDON STOCK EXCHANGE 


¥mSZ ^Y^y^'” myaa * Km - 
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Equities shrug off political/economic worries 


FT-SErA . Alfr-Sham fanckuc 


later today when the house votes oil 
the Increase in VAT on domestic 



programme trades, albeit of limited 


V markets at the Outset yesterday saw 
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: E ‘ k At the dose, the FT-SE 100 Index 
' waa 1W hitler *t a.033.5. The 
strength in the leading stocks did 
not, however, extend to. the rest of 
the stock market, where the FT-SE 
Mid 260 Index ended marginally 

easier at 3,45&3k down L& 

There were other deep-seated wor- 
ries for Ltmdiffl, with the market 
increasingly concerned at the pros- 
pect of the -government being 


c han cell o r of the exchequer, and Mr 
George, Governor of the Bank 
discuss monetary 
the £2£bn gilts auction, 
disturbing detail of the 
trading session, dealers said, was 
the exceptionally low level of activ- 
ity in the market ahead of the Com- 
mons vote and the meeting of the 
ch ance llor and the governor. 

Turnover in London was a rffemai 
45&3m shares, the lowest for more 
than two weeks, with non-Fbotsie 
stocks accounting for a disappoint- 
ingly high 60 par cent of that figure. 
Even more worrying for traders was 
the fact that such a low turnover 


v,. 

*h- i. ; v; 
IW- !.< 


*=r^ 

... 

" 56 tv :.'.f 

VV,' . ij\ 


There was no denying, however, 
that European stock markets had 
responded willingly to Wall Street’s 
sharp rise last Friday. Questioned 
as to why the markets had raced 
ahead In the face of the constant 
flow of economic tfafa pointing to 
the probability of interest rate rises 
hare and in the US, one leading 
marketroaker in Ijwirinn ka\a the 
markets had already factored in the ' 
next round of interest rate rises. 

The political scene has weighed 
very heavDy on the Tjmdqp 
today," he said. “Althoi^h it is way 
nnllknZy, if the government were to 
lose tonight we would be in very big 
trouble indeed. Without that I feel 
we would have been much stronger 
today.” 

Other dealers there was a 


feeling around the trading 
that, given a yes vote on the VAT 
issue, the FT-SE 100 could easily 
progress to 3,180 before meeting any 
strong resistance. 

There was also plenty of talk sug- 
gesting the long-awaited year-end 
rally may be taking shape. But 
again, the feeling was that Wall 
Street needed to demonstrate its 
resilfenoe In the face of the interest 
rate concerns. 

Buyers moved in for equities at 
the outset, with the FT-SE 100 open- 
ing around II points higher, before 
sUpping into negative territory 
within an hour as the-interest rate 
factor triggered pockets of proflt- 

fajkfng- 

Once those bouts of selling were 
done, however, prices quickly 
regained the upward path, with 
overseas buyers also mairfng their 


presence felt 

Shortly after midday the 100 
index was more than 15 points 
ahead and It readied a day's high of 
3,037.4, up some 20 points, before 
coming off that level an hour before 
the close. 

Around the sectors, the regional 
electricity stocks attracted some 
sizeable profit-taking, with analysts 
pointing out the sector's recent out- 
performance against the market in 
anticipation of Interim dividend 
increases of 20 per cent-plus. Sea- 
board began the "dividend race" 
last week. 

S.G. Warburg was the pick of the 
financial sectors of the market, 
reflecting a growing conviction that 
the bank will find rich pfrfcftig ff in 
moves by a number of UK bidding 
societies to merge and convert to 
banking status. 
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Equity Sham Traded 

7aixw^vofeM(m»ory&tdufa«r 
Mr ^ ftwm**butfrwat^owOT«^hrriow 
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■ Key Indicators 
Indices and ratios 

FT-SE 100 3033.5 +100 

FT-SE MM 250 3458+ 3 -1.5 

FT-SfrA 350 1520,5 +6.1 

FT-S&A AfrShffB 1507.05 +5.61 

FT-SE-A Afl-Shana yield 4.06 (4.08) 

Best performing m o et o ra 

1 Tobacco +22 

2 M erchan t Banks -—.-re——. +1-4 

3 Banks — +1.1 

4 Rotates. Food +05 

5 Leisure & Hotels +0.9 


FT OnBnary index 23282 +55 

FT-S6-A Non Fins p/8 18.17 f 18.13 , ) 

FT-SE 1 00 Fut Dec 3040.0 +05.0 

lOyr GBtyMd 8.60 (8.56) 

Long Qflt/equtty yld ratio: 2.13 (2.11) 

Worst perfor min g sectors 

1 Rota flara. General - ,-OJ 

2 Otter Services A Bans -0,7 

3 Bidding Materials -05 


Oil. Integrated 
Wteter 
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pressure 

Retailing shares nsw»P. under 
pressure as the market 
remained nervous about trad- 
ing prospects in the Christmas 
period. Also, UBS was said to 
have turned negative on the 
sector. 

TMs is traditionally the most 
lucrative time for moat retail- 
ers, but nerves ' have set in 
recently about whether odes 
will match original forecasts. 


For clothes retailers, the warm 
weather of late has left many 
of the winter lines unsold. 

Worries over the prospect of 
higher interest rates were 
another factor that cast a 
shadow over the sector. Burton 
Group clipped 1% to 66V«p, 
Kingfisher gave up 6 at 448p, 
Marks and Spencer softened 2 
to £32p and Great Universal 
Stores, which, reports interim 
figures on Thursday, declined 
11 to 535p. 

However, trading was not ah 
one way in the sector and bar- 
gain hunters helped Boots firm 
1V4 to 489p. Hopes that the long 
awaited Office of Fair Trading 
investigation into warranties 
will not be as severe as origi- 


EQUITY FUTURES AND OPTIONS TRADING 
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Stock Index futures moved- - 
ahead strongly, making good a 
large pat of the big sefl-off 
experienced at the end of last 
week, writes Jeffmy Bmwn. 


At the d080 of (^t trading 
the FT-SE 100 December 
contract was 3,041, up 38. The 
final two sessions of last 
week-saw the December 


■ FT-SE 100 INDEX FUTURES QLlf+Q £28 parlufl Index point 


TO*1> 


Open 
-302.0 
a 0*7 JD 

3070.0 


Mprioa 

30400 

3055.0 

3073.0 


Chang* 

+350 

+36.0 

+360 


►fob 

30450 

305SL5 

30700 


Low 

30100 

30285 

30700 


Eat vot 
14358 
3888 
200 ' 


Opei btt. 
47066 
15404 
425 
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34660 +60 . - - 0 2538 

- 36000 +60 - - 0 27H7 

a FT-BE MP 250 BHDBC TUTURgB [OMUQ CIO per lufl Index point ■ 
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naHy expected helped Dixons 
harden a penny to 13lp. 

Rees weaken 

Several regional electricity 
stocks (recs) fell back sharply 
after Kleinwort Benson down- 
graded the sector. 

The securities house 
changed its recommendation 
from a buy to a bold on the 
sector as a whole, although its 
analysts dprjinud i© comment 
on reasons for the move. 

Electricity shares had moved 
sharply ahead in recent ses- 
sions after last week's Budget 
made no mention of plans to 
impose a windfall tax on pro- 
ceeds from the sale of the 


contract faU by 88 points. 

The premium to the cash 
market was around eight 
points roughly where It had 
traded aff day - or some five 
points above fair value. 

Business was thin, with 
12,683 contracts dealt, down 
from 15,919 on Friday. 
Moreover, around a quarter of 
these constituted spretid 
trading as investors rolled over 
into the March contract The 
December contract expires on 
December 1&~ 

The contract reached a 
3,045 best of the day around 
3pm - 30 minutes after the 
opening on Wall Street - and 
dealers aakf -that at that point 
there was a flurry of useful 
two-way business. 

In tale, screen-based trading 
the c ontract moved doWn to ' : 
3,039 in fittle additional 
turnover. 

Traded option volume was 
significantly lower than on 
Friday, although heavy trading 
built up around a number of 
IndMtiiaJ options. There were 
30,168 total contracts, down 
from 44,235. 0TR was the 
most active stock option at 
3,960 lots, followed by 
Grand Met at 2,481. BAT and 
Boots were also actively dealt 


National Grid, owned by the 12 
generators. 

Sentiment in the sector yes- 
terday was hit farther by 

renewed nervousness about 
the outcome of today’s VAT on 
domestic fuel debate in parlia- 
ment and fears of a rise in 
interest rates in the near term. 

The day’s glide included East 
Midlands, which surrendered 
12 at 751p, Manweb, 10 lower at 
794p. Midlands, 3 easier at 
780p, and London, which 
receded 5 to 69%. 

However, Efetowort Benson 
continues to favour some 
stocks in the sector, such as 
National Power, ft urged inves- 
tors to buy the stock, saying: 
"Significant cost control con- 
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tlnues to drive profits growth, 
white an international portfolio 
of projects Is gradually being 
assembled.” National Power 
shares finished 5 ahead at 502p. 

The long awaited restructur- 
ing package at Its Mercury unit 
left Cable and Wireless a 
penny better at 377p. with most 
analysts reading positive man- 
agement into the group’s 
a nnouncement of a 22 per cent 
workforce reduction. 

Immediate adjustments to 
C&Ws earnings were mintmfli . 
although the consensus view 
was that the group was taWng 
a firm bite of the bullet and 
tha t as a result the shares’ con- 
fidence factor had moved up 
several useful points. 

C&W trading volume was 
modest at 2.6m shares, with 
most of the telecoms action 
reserved for Vodafone, which 
put an a penny at 199&p in 
8.7m turnover. 

Diversified industrial issue 
Tomkins barely flickered in 
response to what analysts saw 
as a sweeping boardroom 
reshuffle, firming a penny to 
21 6p in nnmhiaT 9. vm turnover. 

The mooted response 
reflected investors’ difflenitiAg 
in guaging management 
changes, although most com- 
mentators felt a certain 
amount cl unease had begun to 
creep into stock market think- 
ing. 

By contrast, BTR was again 
actively traded, improving 1% 
to 277p in 7.2m turnover. There 
was also heavy dealing In BTR 
stock options, with nearly 4,000 
lots dealt. 

Bank Shares stayed in confi- 
dent mood, rising across the 
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board as speculation on the 
timing of the next round of 
base rate rises appeared to 
focus on January. 

Barclays gained 5 to 604p 
while Lloyds, up 2 to S55p in 
5.4m turnover, was the most 


actively dealt share in the sec- 
tor. 

Sector watchers have begun 
to peer forward to the next 
results round (TSB's prelims 
are due early in the New Year) 
and - more significantly - to 
calculate the point at which 
interest rate rises actually 
begin to work against banking 

Investment bank BZW feels 
that bad debts could start to 
pile up for the industry once 
base rates work their way back 
up to 7 per cent, using recent 
US experience as a guide. 

Among motor distributors 
incfacape jumped 11 to 442p fol- 
lowing a buy recommendation 
foam Smith New Court and a 
£30m disposal of a two vehicle 
hire operations. Lex Service 
was also a feature, sliding 14 to 
3G7p in &2m turnover with a 
L2m line of shares changing 
hands at 307p. 

The 27.8 per cent increase in 
half-year profits from brewing 
group Scottish & Newcastle 
cheered the market leaving the 
shares 6 ahead to 5Q3p. 

Demand for Grand Metropol- 
itan which reported figures 
last week continued yesterday 
and the shares gained another 
8 to 50%>, in trade of 5.7m with 
the market said to only now be 
appreciating the cash genera- 
tion qualities of the group. 

Freight specialist NTC 
dipped 3 to 162p ahead of 
today's prelims - and the possi- 
ble announcement of a new 
chief executive - but it was the 
turnover in the shares that 
caught the eye, rising to 7.4m 
shares with a &5m block pass- 
ing through the market at 


162p. Elsewhere in the trans- 
port sector, British Airways 
added 2 to 369p helped by bet- 
ter than expected traffic fig- 
ures for November which 
showed a 7.3 per cent gain. Bus 
operator Stagecoach, floated 
last year at ll2p, was steady at 
215p in advance of today's 
interims. 

Food manufacturing group 
Hazlewood Foods fell 6 to HOp, 
in nervous trading ahead of 
today's interim figures. One 
analyst said simply, "1 think it 
will be a bad set of results and 
what is more I think the state- 
ment from the mmpany will be 
cautious.” 

Buoyant ice cream sales, 
courtesy of unseasonally mild 
European weather, were said 
to have been behind the 
advance in Unilever and the 
shares improved 17 to 1 12-ip. 

Engineering shares were 
mixed, with GKN a notable 
casualty, dipping 8 to Bl3p in 
modest U5m turnover. Siebe 
added 8 at 553p ahead of 
today’s interims and amid 
hopes for an increase of at 
least 10 per cent in the half- 
time dividend. T&N showed 
signs of approaching a bottom 
after the recent rights Issue-led 
fall-out, clawing back 6 at 165p. 

The prospects of strong sales 
of the recently released new 
Beatles record were reported to 
have been behind the positive 
sentiment in Thorn EMIjthe 
shares improved 14 to I009p. 

MARKET REPORTERS: 

Joel Klbazo, 

Jeffrey Brown. 

■ Other statistics. Page 22 
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CURRENCIES AND MONEY 


MARKETS REPORT 


Sterling nervous on worries about VAT vote today 


Sterling traded steadily 
yesterday ahead of this even- 
ing’s closely contested parlia- 
mentary vote on value added 
tax. writes Philip Gamtk. 

Analysts warned, however, 
that it was vulnerable to a 
heavy sell-off if the govern- 
ment was defeated. Interest 
rate markets were nervous, 
with short sterling contracts 
losing ground across the board. 
The March contract lost thir- 
teen basis points to close in 
London at 92.66, down from 
92.79. 

The pound lost nearly a pfen- 
nig against the D-Mark in 
afternoon trade, to finish at 
DM2.4542, from DM2.461 on Fri- 
day. Against the dollar it was 
barely changed at $L5591, from 
fUBBB. 

Activity was generally quiet, 
with one analyst saying it had 
“the feel of the first pre-Christ- 
mas trading day." 

In Europe the main move- 
ment came from the peseta, 
which weakened to close at 
Pta83.36 against the D-Mark, 


from Pta83.42. 


■ Analysts said that OK mar- 
kets continued to be dominated 
by political factors. Today the 
focus is on whether the govem- 
.ment will prevail in a vote on 
value added tax. This follows 
anxieties Last week about 
whether a vote on European 
Union finance would pass, and 
a possible leadership challenge 
to the prime minister. 

Mr Peter Luxton. analyst at 
MMS. commented: "Sterling is 
being affected by the two "p’s" 
- politics and policy He said 
markets were worrying about a 
further loss of face for the gov- 
ernment, as weH as the possi- 
bility that a setback on VAT 
might leave a £L5bn revenue 
hole in the 1S95/6 budget 

Mr Mark Geddes, treasury 


strategist at Midland Global 
Markets, said that the key 
determinant for sterling 
the year aid would be tomor- 
row's monthly monetary meet- 
ing, rather than politics. 


flinrf _ - _ — - - - 

.wwwx ftcuung 


March "96 future contract, bfaiprioe 

eaa — — - . - . ». 


■ Po und In Haw York 


DeeS 

— Lateri— 

-Piet, don — 

tspot 

1-5550 

13600 

1 mOi 

13540 

1J595 

son 

15549 

12SB6 

If 

12539 

12598 


■ On a trade weighted basis 
the dollar has now appreciated 
4.5 per cent from a recent low 
of 60.6 on October 25, and EL5 
per cent against the D-Mark. 

One factor buoying the cur- 
rency is that US short term 
rates have finally risen above 
those In Germany, giving 
investors an incentive to hold 
US assets. The interest cate 
argument could yet move fur- 
ther in the dollar’s favour if 
German rates are cut. 

Yesterday Mr Gerd Haeusler, 
a Bundesbank board member, 
told a meeting in Frankfurt 
that he personally believed 
another rate cut was possible, 
if inflation pressures eased for- 
ther and money supply stayed 
under control. 

Rrpininin g the Bundesbank's 
policy, of persisting with a 


82.8-1-— f— 1 


824 — 1— J 
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fixed rate repo in its weekly 
money market operations. Mr 
Haeusler said a variable rate 
tender could be difficult in 
times of volatility or uncer- 
tainty. “This is particularly 
true near to a real or supposed 
turnaround in interest rates," 
he said. 

Mr Tony NorfleZd, treasury 
economist at Abn-Amro in 
London said: “The Bundesbank 


frag not raadp Up itS wind 

about what to do yet." Be said 
it would stick to a fixed repo 
unto, it was evident that a vari- 
able repo would not necessar- 
ily tafrp short cates higher. 

A further factor the 

dollar were rumours that Mr 
Lloyd Bentsen, the US treasury 
secretary, would resign. Mr 
Bentsen later said the rumours 
were "premature", but traders 
said his departure would have 
little Impact on the dollar. 

Sentiment towards the dollar 
clearly continues to improve. 
Salomon Brothers has forecast 
the dollar rising to Y1G8 in the 
coming months while some 
bold spirits see it moving as far 
as DM220 by the end of 1B9S. 


There will be no judgement on 
that," s a i d Mr Lamberto Dini, 
Italian treasury minister, after 
the nmgtmg . 

Later SO* Dial said the Ital- 
ian government had not yet 
needed to decide whether it 
should rejoin the ERM. 

One currency that will be 
j oining the F-ftM is the Aus- 
trian s chilling , when Austria 
becomes an HU member on 
January L Traders said this 
would have little Impact on the 
schilling as it Is virtually fixed 
to the D-Mark. 


■ A meeting of European 
flwanrA ousisfiss in Brussels 
decided they need take no 
action to alter the fluctuation 
bands in the exchange rate 
mechanism. "The European 
Monetary Institute consider it 
is desirable to continue with 
the present arrangements. 


H The Bank of England pro- 
vided UK money markets with 
£205m late assistance, and 
£750m assistance at established 
rates, after forecasting a daily 
shortage of £Llbn. 
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FT CONFERENCES 


THE POLISH HK3HWAY PROGRAMME- OPPORTUNITIES FOR | 
PRIVATE FINANCE AMD INVESTMENT 
Warsaw, 12 A 13 Dricemtw 1994 

Thb HnancM Ttowa oot ite w i iciL a nanq w i In oagodaBon wfln The kritguflon 
of Ovt Engfaers (ICE), wfl molt ttia commoncamant of tbs tonbcomlng SBbn 
HigfawtyQOTrinrotonPiio flrM mw wflftthri high 

chaBsngos - flnencU, technical, manaoeritf and operational - fci mounting 
major tnfrestmeture projects In Poland. Speaker* Include: Dr Bogtotaw 
UbwwtzM, Potoh MfeiWsr of Transport and Maritime Economy, Mr Ryazvd 
Pazura. Polish Deputy Minister of Finance,- Mr Andrzej Patalu and Mr 
Mhmtaw Onslflc. Agency for Motorway ConatructJon; Dr Paul Knottar. The 
World Bank Poland; Mr MadaJ Olex-SzczytowsW, Schroder Poteke; Dr 
Manfred KnoB, Dnbdw Bank ACk Mr Rowel Glzbert-Studnlcid. W»H Bank: Mr 
Lora Nordta, Etropaen Bank tar Reconstruction and Development; Mr WeOer 
Cemota. European Invaatmont Bank; Mr A Kant SWay. Bechtri CM Company: 
Mr Henry Uszko. Bovta Polska; Mr Deriusz SJotmrtnsW, Drorntw; Mr OWvlar 
Bonnln, Bouygues. 


BIOTECHNOLOGY- A REVOLUTION M THE MAKING? 

London 13 & 14 Decomber 1994 

Thla MglMeval meeting wffl review current developments In MoMCtmoiogy and 

assess future trends; consldto regutaory Issues and tfiscusa the ehaflange o of 
raising theflnence needed to mpkmftrilythe sector's potantu. Speakers wM 
Inckida: Dr Frank BakUro Jr, Cephaton Inc; Carl FakJbaum. BtotechrxPojy 
Industry Orgartaihon; Prolessor Dr JOrgan Draws, HoffmamvLa Rochs tn« 
Professor Emst-GQntar Affing. Roussel Udat; Mr Stractian Happen CB, 
European Medicines Evaluation Agency; Dr Alan G Walton, Oxford 
BtoSdenco Partners; Dr John Kertor. SmkhMIne Beechsm Phromaceuttcais; 
Dr Statics Papadopotfoa, PainoWabber Inc; Dr Kata MuraaNge, Morrison 6 
Rterstar and Tech Yong Sea. Singapore Bto-kmovaflons Pta Ltd. 


INTERCONNECTION -THE EVOLVING UK PROGRAMME AND 
ITS MTTERNATIONAL CONTEXT 
London, 8 February 1995 

Senior speakers from OFTfcL, led by Mr Don Crufcfeahank Its Dfrector General, 
w« look « ttia key issues of the UK's Interconnection programme. TNa joint 
conference wo also address kaarconnectlon and competitlan hi kttBtnadoMl 
MMcommunlcBtiortt, wflh presantaOona from the US FOdtaal Commmtcallons 
Cormriaalon, the European Comnrisrion'a Telecommunications Directorate 
and the Swedish NaUonal Post and Telecom Agency. 


LONDON MOTOR CONFERENCE 

London 28 February 1995 

This annual FT meeting, the tenth In a highly successful series, wflt oil 
block exemption, examine the changing relationship between vehicle 
ntanufacftirers and dealers and address the Issue of competitiveness m the 
automotive components sector. Speakers Include: Professor Garei Rhys 
OBE, Professor of Motor Industry Economics. Cardiff Business School; Sk 
Trevor Chinn CVO, Chairman and Chief Executive, Lex Service PLG and Batty 
Thayer, Assoctete Partner, Andaman ConaUting. 


CABLE. SATELLITE AND NEW MEDIA 

London, 27 & 2B Feteuacy 1995 

The Financial Tfones 1 annual conference wH taka as ha theme Cable, SataBte 
and New Media. Speakers Include Mr Stephen Davidson, TeteWest 
toratumlcations Group Llrrdted; Mr Mara Tessfer. Canal *; Sir David EngBsh, 


nowa channel tar cable; Mr Robert Phffla, British Broadcasting Corporation 
and Mr Neti Blackley, Goldman Sachs Inte rna tional. 


A# enquiries should be addressed to: Financial Times Conferences, 
PO Box 3661, London SW12 8 PH.uk. Telephone: 081*873 8000, 
Fax 001-673 1335. 
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Any time any place 
any share... 


Instant access to up-to-the-minute share prices from 
anywhere in the world 


Whether you’re doing business in Berlin or hatching deals in Hong 
Kong, FT Cityline International can link you with all the UK stock 
market information you need: 


•real time share prices 
•updated financial reports 


•daily unit trust prices 
• personal portfolio facility 


FT Cityline has proved invaluable to business people and investors 
in the UK for years. And now it is available from anywhere in the 
world. 

If you would like further details fffl In the coupon below or call 
the FT Cityline Help Desk on (071) 873 4378. 


FT Business Enterprises Limited, Number One Southwark Bridge, 
London SE1 9HL Registered in England Number 980896. 
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AcektaE 158088 15% 14% 15% 
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Anpai kB 19 9B89 57% 55% 5B& -H 

Amtell (tens 112619 9% 8% 84 rt 
AfiWfln B 22 9 8% 8% 

Aradogic 15 74 16% 18% 18% -% 

todyns 052 16 7 19% 18% 19% rt 

tamgaMB IS 16 4 14% 14% M% rt 

MnmDp 271540 47% 48% 47% 

AnamaAn 10 64 16 15% 16% rt 
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Cogm 39 271 14% M 14% rt 

Caftam* 14 «5i ms 14% I4g 
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Drey GO 024107 163 25% 25V »% 

OmgEmpn OS 43 530 5% 5 5ft 

D5 Bancor IS 11 117 25% 24% 24% 

Outran 042 17 1579 17% 17 17ft *ft 

Oyrtodt 1022*6 27% 27 27% rt 


- E - 

EtoaFd 0 394 2 d1% 1% -% 

EasalCp 1 2ffl 3% 2% 3 

EaafiCT t 4 4 i i i -% 

EQTd 032 193633 17% 18% 17% rt 
E99**! 170 B55 10% 10% 10% -% 

BPaaoQ 01532 1 % % *ft 

BeckSti 16 882 2D 19% 19% -% 
BBOteB 099 50 10 4B% 49% 49% 
Bacllktl 22*204* 22% 20% 21% 4-1% 

EraconAaz 18 219 *% d*V 4% 

Enta 54 370 12% 11% tZ +% 

GngylMn a 900 13% 13% 13% 

BtorSn 37 10 1% i% 1% •% 

ErbxiIrc 2 079 2ft 2ft 2ft rt 

EqunyOi OK) 17 302 4% 4% 4% rt 

EalcsrB 0*8304536 56% 56% S% rt 
Efidd 99 125 7 7 7 -% 

taafetl 35 34 14% 13% 13% ft 

Bo*«to 14 557* 20% 19% 19% rt 

Emdtzr 9 167 7% 7% 7% 

BddaBac 15 *24 16% 16% 16% 

BsteBtx 010 21 381 22% 21% 21% rt 

EsapAnr 75 432 11% 11% 11% -% 


- F- 

Rdfep 11 7 4% 4% 4% 

FsrCp 024 38 3 6% 6% 6% rt 

Fasted 004 472048 41% 41 41 

FWM 151756 27% 27 27% rt 

FBblM 124 132362 49% 47% 48 -% 

Fitly Off 15 751 4% 3% 4 ft 

BaOtaA Q24 0 610 7% 6% 7ft +ft 

ftonet 19 B2 25% 2*% 24% -% 

RretAm IS 7 637 27% 26% 26% -% 

RfflcCRtox IS 10 88 23% 22% 22% +% 

mOoBk OS 16 30 19% 19 19 

fttSecty IS 9 449 24% 23% 23% ft 

FttTam IS 11 187 42% 41% 41% -ft 

FttoMcx 056 6 177 20% 19% 20% +% 

RPto- IS 10 9 30% 30% 30% 

FMmkB 31 5 9 9 9 ft 

Raw 22 241 21 20% 20% rt 

FfeMtat 27 118 8% 6% 6% 

FouLA OS 142813 5% 5% 5% 

FoodLB (UB 3318S2 5% 5ft 5% ft 

Rxwnnat IS 12 33 33% 32% 33 rt 

Rxaclnr id 315 12% 11% 12 +% 

Foster A 12 3 3% 3% 3% 

FittFta IS 11 314 30% 29% 30% +% 

FTFH 0*0 7 715 M% 14 M ft 

FgtHktolZ 1.19 10 211 29% 28 26 •% 

RdkrHB 058 19 284 33% 32% 32% 

Rdioftl OS 11 151 18 17% 18 rt 

Ann 024 15 8 19% 19% 19% 

AtottttDft 13 141 3 2% 2% 


- G - 

GBApp 33 412 2 1% 2 

GSKSanrx 007 20 241 16% 15% 16 -% 

Band* 5 38 2ft IS 2ft 

Barret Rs B 946 3% S% 3% ft 

field CP 016 9 22 6% 6 6% 

fitoBM 042 IS IS 19% 19% 19% 

toft* 9 42 4% 3% 3% 

GenWti 1 148 5 4& 4% +% 

Getatofei ADO 24 2449 23% 22 22% rt 

Genus Inc a 809 6% 6% 6% 

fiasyme 332555 29% 27% 27ft -ifi 
flBMOnfe 040 132346 13% 13% 13% rt 
Sddngd. 012 141283 15 M% M% +% 

COtetA OS 9 79 14%d12% 14% •% 

QabBtom 13 68 6% 5% Brt 

feted feqa 11 846 12% 12% 12% -% 

GkttPmp OS 20 3E 20% 19% 19% ft 

feadcofiye 87 220 3% 3% 3% ft 

feartta 020 13 222 21% 21 21% 

Greer AP i os 13 4 1B% 18% 18% -1% 

fenman 62 529 2% 2% 2% 

are to 17 261 13% 12% 13% rt 

GTTCorp 17 387 15% 14 14 -% 

arm tog 5 613 6% 8% 8% rt 


-H - 

IMngA 27zi» 6% 6% 8% ft 

Hfcftevy* OS 15 2 22 22 22 -1 

IteparS 020 14 129 15% 14% 14% -% 

HMikCpp 92 11% 11% 11% •% 

NBOftCo 016 40 887 33% 32% 33 ft 

feasor 294818101% 30% 31% rt 

HotoxzB OS 14 337 11% 11% 11% ft 

HaaBhdyn 20 78 8% 8% 8% rt 
HacMngff 016 133825 9% «% 9% ft 

hears} 16 3 9 9 fi -ft 

HatenTray 10 W 17% 17% 17% rt 

HkUr OS 9 1644 18015% 15% +% 

Hogmton 01515 Z77 6% 5% 5% ft 

Hotagle 19 383 14% 13% 13% rt 

Koran Barf OS Brim 19%diB% 19% -1% 
Hoc baa 044 16 IS 28% 27% 28% +1 

Hontacfc 21 322 13 12% 12ft +ft 

HouahKna 0*4 27 198 4% 4% 4% 

tat JB 020 14 689 15% 15% 15% -ft 

fertlagtn OS 8S43 18 17% 17% rt 

Hum CP OS 1 I« 4% 4% 4% rt 

tfcdcttradi 23656 28 24% 27% *2 

HjOTBta 11 61 4% 4% 4% 


- I - 

FRSys 48 45 9% 9% 9% 

DB Conans 43143 6% 8% 8% rt 

EM 71459 2% Eft 2& -ft 

aanaicsr 52 71 B% 6% 5% -% 

taw eg te 1 5E 4% 3% 3% 

Imparl Be 040116 SB 14 13% 14 

Mb* 024 5B 7 lOVdIOV 10% +% 
Inf (tea va 995 M% 14 14% rt 

kdORsta 3111675 29% 28% 28% rt 

IngteaMd OS 11 139 10% dS% 10 rt 

WBQriJev 1511377 28 25% 27% +1% 

HgtSp S 28 16% 15% 15% 

kdgWM 10 280 2% 2% 2iJ -ft 

UB 024 1144878 64% 62% 64% +1% 
mi 10 190 2% 2% 2% ft 

IrtgnS 040 11109*6 13% 12% 12% ft 
tar M 12 59 8% dB% 6% t& 

narteaA 024 13 251 11% 10% 11 

UBFft 3 740 8% 7% 8% 

ktoferf 21111 4% 3% 3% -% 

Menhe B 657 16% IB 16 

tatanfc 371 3445 15% 14% 14% 4% 
kdOakjQA 12 269 17 16% 18% ft 

UHH 002 11 10 2 fi 2 -ft 

Irf Total 275 16 5% 5% 5% 

bacto 005 18 328 32 31% 31% -% 

knwgafe* 3 342 3ft 8% 3, 7 < +ft 

kqoarto 13 106 18% 10 16 ft 

taVokadu 1.14155 202102921099210® -IS 


- J - 

JOS Snack M 77 12% 11% 12 ft 

jnuntac OS 14 20 8% 8% 8% 

jLElnd oio ii zb 40% 38% 40% -ft 

Johann W 19 88 19%tf19% 19ft +ft 

Jmastt 9 IS 13 12% 12% -% 

Jcnextod C.1010 161 7% 7% 7% -% 

JOtttlCp 12(7 27 11 26 28 2B ft 

JSBfin OS 13 489 28% 23 23V 

JobUB 028 15 284 18*2 17% 18% -ft 

Justta an 8 535 12% 11% 12ft +ft 


H to 

Stack Ph 1 Wi to l« IHCbl 

„ - K- 

KSata OOB 9 73 Z1d£0% 20% rt 

KamaiCp 044 12 124 10V ID 10% 
KatoyM 2 552 4% 4% 4% ft 

KeBytoz 072 18 164 28% Z7% 27% 
RarfudV ail 31 53 5% 05% 6% 
Ktadtt 084 14 ZIS 23% 23% 23% 

Otdnr 25 21 10% 10% 10% 
KlAlai* S376S 49% 4$ 40 *1 

Ad A 13338 ft % % -ft 

Kama he S47W 27JJ »27%+i% 

KidhteS IB 2814 21% 20% 21% +i T < 


- L- 

Ltoxa are 31 5 IB** 15% 15*4 -% 

Ladd Bin x are 22 301 5% 5% 5% rt 
Urn Rea 209808 38% 37% 38 -1 
Ltoarferz0S15 177 32% 32 32. *& 

Laneetae 096 18 GB1 17% 17 17% rt 
Lantokfiph 4® 130 18% 18*4 IBB +S 
LanepSes 12 161 5% 5% 5% ft 

Uxncpe zfi 306 4% 4% 4% -% 

Lattes 141735 17% 16% 17% rt 
UwsoaPr 048 19 SI S S S% rt 

LDDS IB 8355 19% 19 19ft -ft 

usfei an i 23 4% 4% rt 

LeCtKKS 1592428 17% 18% 17% -1-1 

Lagged Qp 202054 31% 30 » -1% 
Utoradi 020 14 zlOO 17 17 17 

UUn 21 38 6% 5% 6% 
LBJMA 028 15 229 13% 13% 13% rt 
Lb Br IS 78814£99141%141% rt 

Lincobi T 052 14 IS 15 Irt 14% rt 

UodaayW 13 S 3D** 29% 30% ft 

UneoTec 02B 28 10B3 48% 47% 48% rt 

UquBox 040 15 10 33% 33 33% rt 

UeanGp OS 27 B50 24% 23% 23% ft 

Lone Star 13 191 7% 7 7ft 

UduaD 44719268 46% 43% 44% ft 

L1XO 31151 4% 4% 4% +% 

IVMHx 046 21 114 32% 31% 31% ft 


- M - 

MO Da 005 154GSB 19% 19% 19,*« +ft 
US CVt 20 99 22% 22 22% +V 

IkcH OSS 322 13% 12% 12% ft 

IMbaCEXlS 13 67 32 31% 32 

Items Par 1517134 37% 27% 37% *1% 
Magrafep 056 10 300 1B% 17% *7% ft 

Mai Box K 152 11 10% 11 

MtnanCp IE IS 9% 8% 9% ft 

Martas Dr 13 526 3% 3 3** rt 

Martial Cp 10 481 41% 40% 40% -1 

Maquen 2 30 1% 1% 1% 

MantaOa ID 34 7% 7 7 

ItantfiakAOM ii 81 10% io n% ft 


Maanttx 

060 

19 594 

nvmrt 

18% 

ft 

Make 

IS IS 

8 

7% 

7% 

-% 

Ifadmtat 


41 35B 

63** 

E% 

62% 

ft 

Maxtor Cp 


03069 

rt 

4% 

rt 

ft 

UcGnBiR 

044 

10 65 

16% 

16% 

16% 


McComfc 

048 

141148 

19% 

18% 

19% 

rt 

Mato he 

an 

13 250 

15*2 

13% 

13% 

ft 

Hadkfcas 

056 

12 IE 

23% 

23 

23*4 


Mate** 

are 

78 800 

11% 

10% 

11 

rt 

tonka Cp 

an 

13 284 

16% 

16% 

16% 

+% 

Harare 

ore 

37 7853 

14% 

13% 

14% 

ft 

Mocarffi 

as 

10 777 

19% 

10% 

19% 


Marauyfi 

070 

10 44 

28% 

28% 

28% 

rt 

Matter 

UB 

9 900 

27% 

26% 

26% 

ft 

Mama 


91E4 

8 

7% 

7% 


instate a 

are 

143S26 

13%013% 

13% 

ft 

IfSQn 


23 731 

36% 

38 

36% 

rt 

ferine) F 

are 

20 416 

10% 

10% 

10% 

rt 

Utah Hats 

200 

5 2711 

74% 

72% 

74% 

ft 

WULtf tojl 


9 164 

3% 

3% 

3% 


Manage 


82123 

12% 

11% 

12% 

rt 

IBranisrei 

WCruCQGl 


58 807 

9% 

9% 

9B 

rt 

Mogm 


9 34 

5% 

5*2 

5% 

rt 

Mtipcts 


3 466 

•% 

8% 

9% 


MksR 


3123792 

84% 

63% 

B3A 

rt 

WIMM 


24 8- 

2B 

27% 

26 


totorfta 

as 

5 2211 

26% 

26% 

26% 


Udofeab 

am 

14 13 

27% 

26% 

26% 

ft 

ISerHx 

052 

IS 669 

25% 

24% 

re 

rt 

MBcm 


iia 

29% 

28 

28% 

rt 

Mote* 


15 13 

14% 

13% 

13% 

ft 

MobKTa 


814405 

16% 

16% 

15% 

rt 

Holm Co 

are 

20 29 

7% 

7 

7% 

ft 

Nnanelffxas 

18 443 

28% 

27% 

28% 

ft 


NOMA OS 240 31% 30% 31% rt 
Motto Inc OS 3 238 33% 33% 33% 
Mourn 0041® 24ST 8% 8 6% +% 

HnbaaP 03618 38 27 2B% 28V 

UTStoc 056 12 197 ®% 22% 22% 4% 
Hbned 122035 28 28 2B% -% 
HyuOkl 4 243 9% dB% 9% ft 


- N - 

NACRa 018 13 826 20% 25 25% rt 

feaabftx* 072 10 1» 18% 15% 16% rt 

IttConpt 036187 583 16 15 15 -1% 

feaScn 020 19 M 14% 14% 14% -% 

Ksdgater OS S 14 14%tf14% 14% ft 
WC 043226 63 59% 58% 58ft +3 

fefcor 25 587 33% ® 33 

ttak* ton 263028 21% 20% 21% ft 
NeMrS S3 588 7% 7% 7% 

Naangan 8 IE 7% 6% 6% 

NaoEBui OS 13 272 18 16% 16% -1% 

Mwtaaagp ® 267 5% 5% 5% 

MxdgsHet 22 1414 30% 29% 30 
NewORCp 004 21 54 7% 7 7% 

tate&rf 31 3866 6% 6 B ft 

NatbODX 064 24 S 58% 57% 57% ft 

Mkfenx 040 188255 45% 44 44% -1% 
fentnl 12 20 18% 18% 18% 

NStarUn 3 13 5% 5% 5% 

NbrtrTarx LM to 1254 33% 39 33% +JA 

MV Ak 91481 17% 16% 17 ft 

feMl 25 8865 19% 18% 18% ft 

Undue 233710 53% 51% 52% +1% 

NPCA 11 217 5% 5% 5% -A 

NSC Cop 13 ns 3% 3% 3% rt 


- O - 

OCtwtoye 19 78 11% 10% 10% ft 

Octet Com S3 556 21% 21 21 ft 

OdadcSA 20 281 6% 6 6% 

OOWnLp 13 655 14 13% 13% rt 

OtfataayNxIS 5 31 30% 29% 30% 

ObtoCsx 146 10 443 29 28^2 20 

DM KM 124 9 714 31% 31% 31% ft 

OUWBx 08216 68 36% 38% 38% 

Onbaneap IS B 331 25% 25 25% +% 

Ota Pitas 10 749 8% d7% 7% -% 

OractaS 3819517 40% 39% 40% W, 
DrbScnw 62 338 20 19% 20 rt 

Orbotadi 09322 91 8 7% 7% rt 

OrebdSupp 30 84 10 9 ID 

aregnoMBt 031 12 256 B% 6% 6% 

Dknp 23 51 2% 2% 2% 4% 

OMfiA 028458 1® 14 13% 13% ft 

OrfdaMT 050 8 a 11% 10% 11% rt 

OnTal 1.72 15 138 3* 32% 33% -ift 


- P-Q- 

PBcen IS .9 875 43 41% 42% *1 

PacOarflop 062 51 IS 11 10% 10% ft 

nacre IS 14 251 30% 30 30 

FMOftp 22 IS 88% 67% S ft 

Parreretrc 31 3306 » 34% 35% +1% 

PPycbto 036 34 612 33% 35% 3rt rt 

Payee Am 17 42 8% 7% 8% rt 

Paertaas 050 6 8 12% 12% 12% rt 

PeetiTrty 7X100 14% 14% 14% rt 

Pemftg IS 21 S 34% S3 33 -1% 

pm* are is 403 38% ® reft 

PMeckl mis 4% 04% 4% ft 
taaatl 02D24 IE 22 21 21 ft 
PBOdtaH 040 7 489 11% 11% 11% rt 
Paboto 1.12 IS 29 27%d26% 26% ft 
Plrnnaqr » 37 18 17% 17% ft 
Plsanncfa 5 266 7% 6% 6% ft 
namx 048 12 2 7% 07% 7% +J6 

Ptatande E 1430 22% 21% 22% rt 

MBkn 41 IE 18 17% 17% ft 

nonearfjp OAO 18 5E 47% 46% 48% ft 

Ptanam 0£8 141403 34% 34 34% ft 
Pima are n 310 17 is is . -1 
PiHbk 5 10 7% 7% 7% 4% 

Pood 33 65 5% 6*B 5% 

PresUfe OS 3 386 5 d*% 4% ft 

Pnssdtfc 2S 820 43% 41% 42% -ii 

PrfCoa 295603 15% 14% 14% ft 

Pride Pet 19 125 5% 5 5% 

RMU 23 324 S 29 29 ft 

Prod Ops are IB 393 21% 21% 21% rt 
PutalB 01211 SI 21% 21% 21% ft 
Pyramid B 815 11 10% 10% 
(bataing 9 3 6% 6% 6% 


n to 

Back to E noi Hpl LM (M Caaa 

fluMoCbm OB2 81 a 18% 18 18 

CCBdFfuf 020 16 474 21% 20% 21% ft 

QuMrfW 5125m 17 15% 16% rt 

CttJrfk 17 IS *6% 15% 1&% rt 

QHC taC 433180 43% 42% 42% ft 


-R- 

ftanow 19 566 13% 12% 12% ft 
Mya 21510 3% 3% 3% ft 

Rasaopc 1 215 3 2% 2% rt 

Raymond 13 337 18 irt 18 rt 

Recrfoi 17 2S 18% 17% 18% rt 

RMJteA 21 32 23 23 33 ft 

Rartpao 1 881 3 2% 42 rt 

fep tosh 7 25 3% 8% 3% ft 

RBKMnd 19 172 13% 13 13 ft 

RUBS 037 321921 45% 45% 45% rt 
Awntac 9 114 5i 5 S|* rt 

RnrFrf OS 10 114 33d32% 32% ft 
Rams IS 401124 50% 49% 50 ft 

RbNgnl 01213 13 B 7% 7% ft 

RnettoSfc 040 5 75 17 16% 16% ft 

HDUntt 044 16 m 14%013% 13% ft 
Fbcs Skx 020 81028 13% 13% 13% -S 
HohcldM »2855 29% 27% 26% ft 
tots* 058 83 777 IB 17% Irt ft 
RPUblE. 059181902 18% 17% 18i rt 
RSRn OS 11 16 21% 21% 21% rt 
RytaFridy 121733 7 6% 7 rt 


-s- 

Srfeco IS 8 STS 50 *0% SO +% 
Baodanw OS 11 I5a»% 19% i#% ft 
SrfMvA OS 22 915 27% 26% 26% ft 

ScdlML S3 4891 40 48% 46% rt 

SQSpBP 177232 18% 17% 18% ft 

Sdoo 6 532 8% B B ft 

SdtexCp ase 11 905 IS 17% 17% ft 

SccnBrd 6 310 4% 4 4% rt 

Swaart 1JS158 3 33% 033% 33% -1% 

5*0*8 BB129 24% 23% 24% 

S3 Cp 018 S 6 18% 18% 19*2 rt 

tottfiB OS 11 23 2« 2% 2H 

totedta 1.12 0 10 20% 23% 24% -ft 

Saym 116 950 19 16% 16% -ft 

5aquoti 4 219 3& 3j t 3’« rt 

Sen Tab 5 181 8% <*V B% ft 

SGhFraa n 3 4% 4% 4% 

Sawranx 022 12 5 17 17 17 


Staffed 

DJM 201669 30% 29% 30% 

rt 

fetsyam 

20 2677 4% « 4% 

ft 

Skmsood 

21 996 10V M% 18% 

ft 

EbMftP 

191205 6% 7% 6% 


Stem On 

28 2758 31% 30% 31% 4-1% 

Ssrnluc 

3 165 3% d2V 3 

ft 

Stew 

OS 14 El 33% E% 32% 

ft 


SgmaDu renm 7** 6% 7 rt 

EBaNBe 00616 18 12% 12 12 ft 

SBoiVfe) 23 50* 13% 19% 19ft rt 

Stapamx 040 122387 9% OS 0% 

8ottld 16 128 29 28 28% rt 

fetorfato 28 3164 14% 13% 14 rt 

SotbwrcP 13 57B 5*2 5% 5% 

Sunoco 056 152828 21 20% 20% 

Spma OS 8 510 18 17% 17% ft 

SptagaA 020 192857 13% 13 19% -ft 

feJudeUd 040 161137 40% 38% 99% rt 

totettc 030 70 320 17% 77% 77% rt 

Stay® 11917 rt ift i% 

Staphs 354777 21% 20% 2D% rt 

State Str OS 11 7232 3D%029% 29% ft 
SBIMbd 14 3030 24% 23% 24% +% 
SURBrfs OS 101056 18% 15% 16% rt 

BtaaTux an 12 843 n%dio% 10% 
SMdyUSA as 10 376 9 6% 9 rt 

SK6N 43 008 20% 18% SV rt 

GbsahO U0 10 88 23% 23 23 -ft 

Sbwffiy 12 ISM 6 5% 5% rt 

Stryker 026 2515S 37% 38% 36% +% 

SrfBwnO IB 181 14% 13% 14% 
featenoB 080 13 480 23% 22% 22% 
Swank Be 084 26 113 19% 18 19 ft 
SuonatTe 301777 32% 30% 31% rt 
fen Spot 12 4 4% rt 4% 

Stakto 141183* 33% 32% 33 -ft 

SWO Tea 23 752 18% IB% 18% 4% 

Sytarotne 409625 49i 46 49 rt 

Symaflac IE 5396 17% 17% 17% -i 
Synaioy 040 14 355 17% 17% 17% -ft 

Synercora 18 212 u5% 5 5% ft 

Sym^tl 22928 9% Si 9& 

SywBc 101 555 17 18% 16% ft 

%atmSD0 are 25 853 15% 14% 14*2 ft 
SWtemta 23 841 20% 19% » ft 

GyataBted 47 3400 7% 6% 7% ft 


- T - 

T-GBlSc 41443 2% 2% 2j, rt 
TrarnPr 052 33 206 29% 2B% 78 

KICCp 131719 9% 09 9% 
TCACrfde 04* 25 3E 23% 23 23% ft 
TecUto 162237 16% 16% 16% 
Teanadl X 1 JX) S 28 45% 43 45% *2 

Tatetac 15 232 24% 23% 23% ft 

TtoSys » 970 17% 17 17% ft 

TcdCraA 5783679 24 23% Z3i rt 

TMeht 231 342 4% 4% 4% ft 

Tame 344514 48% 46% 47% +1 

TrtmnCp 001 S 787 12% 11% 12 

T«raTac 391305 10% 9% 9% -% 
ItaFMDR 021 192127 24% 24 24% ft 

Tine Com B314225 43% 42% 42ft -ft 
II 14 36 6% 5% 5ft rt 

TJ tat 022 IB B85 18% 15% 15% ft 
Takn Mad 51654 7 6% 6% ft 

TaqmMv 034 35 2 58% 58% 58% ft 

Ton Brawn 333 EM 10% 9% 10 ft 
ToppaCo oa 12 B77 6% G% 6ft 
TH Enter 2 868 4% 4% 4% 

TtawWita 14 9 11% 10% 11% ft 

Ttetarfck IS 12 12 37% 36% 37% ft 

Titan 15 80 2 1% 1% ft 

Tttatate 31 241 13% 13% 13% ft 

TtuttaaBkCxi.lO 13 38 19% 19 18% +1A 

Tseng lab x 020 14 B58 7 6% 6ft 

TysFdAx 0062851471 23 22% 22% ft 


- u - 

OS Utter 084 19 5389 45 444424-27 

IMab 301053 4% 4% 4% ft 

UOtefex IE 12 94 16 15% 15% ft 

US Tat 200 13 135 G4% 63% 63% ft 

IMtedSt 040 12 206 10% 10 10** 

thtogta 008 17 41 16% 19 16 -V 

IMrte IS 20 IS 43% 43% 43% 

USBancpx IS 16 558 23% 22% 23% *1% 

US Energy 6 18 3B 3% 3% ft 

USTCDip 1.12 25 397 10% 9% 10 ft 

UtaiMBd 12 304 B% 8 8% ft 

UtdTaka 16 116 E% 51% E% 

wax 19 361 3% 3% 3ft rt 


- V - 

tenM 030 23 139 16% 16% 16% ft 
vagracef in 3« 2B% a% 20V ft 
Varfone 181750 21% 20% 2&% 

Vto a 230 25% 24% 24% ft 

VtaxpRS IS 2E 17% 16% 17% ft 

tettotfC 3051396 21% 20% 21% ft 

IAS Teen 14 1350 12% 11% 11% ft 
VaunB ai7 17 51 19% 19 19% ft 


- W - 

WtenarEfl 0.10 17 452 24% 23 2d% +% 
Wtamncb 44 36 SU s& Si 
WarfAdSL OB4 7 489 17% 17% 17% ft 
WattliAxQ22 12 975 19016% 18% ft 

Wausau PM 024 15 30B 24% 24% 24% 
VHMO 240 £ 210 42% 41% 42 ft 

VMM 3 347 3% 3ft 3& 

test One as 91694 26% 25% 26% ft 

MtesBnc OS 10 16 30% 30% 30% ft 

teM, 9 627 11% 10% 10% •% 

RktpfitA 2 56 14 13% 13fi 

AH Saw 19 373 5% 4% 5% 
Mrnttax OS 182395 44% 43% 44% *-1% 
Wffi&mna 431119 30% 29% 3% ft 
VKkdanLx028 13 120 10% 15 15% rt 
wwgrr as iflisre 19% 19% 19% ft 
WP Group 003 2 38 3,% 3A 3& 

Wyuao-Gdn040 1 181 5% 5% 8% 


-X- Y-Z- 

Otu 303148 59% 57% 59% +1% 

XoraCorp 2 3554 4% 3% 3% ft 
Yam 094181 3» re 19% reft 
York fed) 112 48 4% 4% 4% ft 

Zmilttli 120 7 114 34% 34% 34% ft 
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WORLD STOCK MARKETS 


AMERICA 


Falling bond 
prices fail to 
unnerve Dow 


Wall Street 


The US stock market posted 
gains yesterday morning, 
building upon last Friday’s late 
rally In spite of early declines 
in bond prices, writes Patrick 
Haroerson in New York. 

By 1pm. the Dow Jones 
Industrial Average was up 
10.76 at 3,756.38, having spent 
the morning in a relatively 
narrow range within 15 points 
of opening values. Secondary 
indices were mixed, with the 
Standard & Poor's 500 up 1.07 
at 454.37, the American Stock 
Exchange composite down 0.13 
at 248.57 and the Nasdaq com- 
posite 2.14 higher at 747.16. 
Trading volume was tight at 
145m shares by 1 pm. 

After Friday’s surge, when 
the Dow jumped more than 40 
points in the afternoon, the 
market opened with investors 
In a surprisingly upbeat mood. 
Last week's late gains were 
spurred by a sharp increase in 
bond prices, but the decline in 
bonds yesterday failed to 
unnerve the market, primarily 
because the quarter of a point 
fall in the 30-year Treasury 
was blamed on an instimii ui* 
correction following the previ- 
ous session's advance. 

Stocks were also supported 
yesterday by the dollar, which 
has risen against both the yen 
and the D-mark in the last few 
days. The currency did not add 
to its gains yesterday, but its 
recent appreciation is seen on 
Wall Street as a positive factor 
for stocks, because it may help 
restore the confidence of for- 
eign investors in US equities. 

A range of Dow issues 
achieved gains as buyers 
favoured cydicals. General 
Electric rose $% to 947%, Alu- 
minum Company of America 
added $1% at $83%, Interna- 
tional Paper finned $% to $71% 
and Caterpillar rose S% to 


Canada 


Toronto was firmer at midday, 
pushed higher by base metals 
issues and forestry stocks, 
which were bolstered by a 
softer fiflwfldifln dollar, 
strength in transportation 
shares. 

The TSE 300 composite index 
added 17.43 to 4,110.42 by noon 
in volume of shares. 

Paper and forest products 
rose L9 per cent, as MacMillan 
Bloedel picked up C$% to C$18, 
white Donahue class A moved 
C$% higher to C$14%. 

The financial services group 
was 1.2 per cent higher in 
response to healthy fourth 
quarter results. Royal Bank of 
Canada rose C$% to C$29% 
ahead of full year results 
today. 


Brazil 


Shares in S3o Paulo were down 
modestly in light midday .trade 
In reaction to news that the 
central bank had increased 
minimum reserve require- 
ments. 

The Bo vespa index was off 
297 at 4L957 by 1pm in thin 
volume of R$909m. ($106-5m). 


Johannesburg golds weaken 


Shares in South Africa were 
mixed as a weak bullion price 
depressed golds, but industri- 
als firmed in line with gams 
on global equity markets. 

The overall index shed 0.8 to 
5,719.4, industrials were 32.9 
better at 6,912.5 and golds lost 
3tL3 at 1,881.1. 

De Beers gained R1 at R90, 


but Anglos slipped R1.50 to 
R228. Reflecting the soft senti- 
ment among golds, Kloof fell 
Rl to S55.75 and Vaal Boris 
R5 to R345. Platinum losses 
were limited, with Rusplats off 
50 cents at R106. 

Elsewhere, Remgro put on 
50 cents at R28 and SAB 
improved 50 emits to R97.75. 
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EUROPE 


Bourses stage rally before bonds show weakness 



$54%. Car stocks were firmer in 
anfinipafion of another Strong 
set of sales figures. General 
Motors rose $% to $39%, Chrys- 
ler added at $49% and Ford 
finned $% to $27%. 

ICN Pharmaceuticals fell $1% 
to $20% after it said that, fol- 
lowing advice from the Food 
and Drug Administration, it 
was amending its application 
for approval of its treatment 
for fFirawir*. h epatitis C. 

On the Nasdaq, Figgie Inter- 
national climbed 8% to $7 on. 
news that it had hired an 
investment bank to advise on 
“strategic alternatives" that 
could involve the sale of busi- 
nesses or a recapitalisation. 


Bourses rallied at the outset as 
they caught up with the 
renewed strength of the dollar 
against the D-Mark, and of 
Wall Street ahead of the week- 
end; but same of them, particu- 
larly France, were unable to 
withstand weakness in bonds 
later in the day, writes Our 
Market s Staff. 

FRANKFURT held up quite 
well considering the afternoon 
weakness in bunds, and in 
bond futures. After a 32.61 or 
1.6 per cent jump in the Dax 
index to 2,071.12 on the session, 
the Ibis indicated Dax closed 
24JS8 or L2 per cent higher at 
2,06726 after hours. 

There was some popular sup- 
port for banks ahead of their 
10-month results, but the sec- 
tor did not hold on to all of Its 
gains in the afternoon; in foot, 
the hi gh flyer in fiTumrfaifl was 
the Insurer, Allianz, up DM56 
to DM2.496 at the end of the 
day. To Mr Adrian Phillips, 
who tha German analy- 
sis team at Eleinwort Benson, 
this suggested that traders, 
rather than investors, were 
firing thp initiative. 

Carmakers did well, 
although there seemed a ten- 
dency to offer German indus- 
trials in sizeable lots: BMW put 
on DM10.90 at DM76020, and 
Daimler DM1320 at DM75220; 
Volkswagen improved over the 
day. ending DM6 higher at 


DM42220, after last week’s 8 
per cent drop which followed 
the release of disappointing 
1995 profits targets in the 
group's latest five-year plan. 

Turnover rose from around 
DM4hu to DMSbn. Other stocks 
stayed out of favour. Henkel, 
the chemicals group which 
owns the PersU brand name in 
Europe outside the UK and 
France, lost another DM5.30 to 
close at a new 1994 low of 
DM532.70, after a meeting 
nearly two weeks ago which 
has since led some analysts to 
revise their projections. 

PARIS broke briefly through 
the 2,000 barrier m the CAC40 
index before losing momentum 
in the last hour of trading as 
profits were taken. The index 
ended the day 926 lower at 
1,973.65, after a high of 2.003.19. 
Turnover was FFHLSbn. 

Last week the French mar- 
ket made a strong forward 
move, largely on technical 
activity, closing at Us highest 
level for nearly three months. 
James Capel, in a technical 
analysis of the CAC-40. 
suggested that the current 
rally, which began around the 
start of November, was likely 
to meet resistance at 2.040. The 
broker's analysts Ms Deborah 
Boys and Mr Robin Griffiths 
remarked that the rally had 
been more broadly based than 
in other European bourses. 
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Corporate stories were 
sparse. Carrefour lost ground 
as profits were booked follow- 
ing recent strength, and the 
shares dipped FFr51 to 
FFr2^34- Elsewhere, some bro- 
kers suggested that foods were 
being switched from Total to 
Elf Aquitaine, as the former 
retreated FFr3.60 to FFr33L90 
and the latter rose FFr5.70 to 
FFT337.40. 

AMSTERDAM tracked 
strength elsewhere, and the 
AEX index moved forward 3.34 
to 42235. 

Two issues stood out: Ahold, 
on good third-quarter results; 
and Pakhoed, as news of a 
French acquisition was well 
received. 

The former, an mtematinmat 
supermarket and retail group, 
saw a 25 per cent gain in earn- 
ings, helped by an improve- 
ment in trading conditions in 
the US, Portugal and the 
Netherlands. The company 
said that the results would 


- have been even better had it 
not been for dollar weakness. 
The shares settled at the ses- 
sion’s high of FI 5350. a gain of 
70 cents. 

Pakhoed, the oil and storage 
company, rose FI 2.06 to 
Fi 46.70 as it announced that it 
was to take an immediate 66 
per cent stake in Lambert 
Riviere, the French chemicals 
distributor, and to launch a 
public offer for the r emainin g 
st ock e arly in the new year. 

ZURICH looked to firm 
futures to support the cash 
market, and the SMI index rose 
335 or 15 per cent to 2£UXL 

Hopes that bond markets 
would remain firm helped 
insurers, which are heavily 
invested in fixed rate bonds. 
Zorich rose SFrl9 to SFrlJZffi, 
Swiss Re picked up SFr6 to 
SFr773 and Winterthur was 
SFr7 higher at SFr637. 

Bearer shares in Berner, a 
medium sized insurer, rose 
SFrTO or 55 per cent to 


SFrl.390 amid renewed talk 
that Germany's Allianz, which 
already owns 30 per cent, 
might raise its stake. 

Roche certificates advanced 
SFrllS to SFr5,850i dealers 
noted that BZW had advised 
clients to take profits In Swed- 
ish Astra, and switch into 
Roche. 

MILAN was unmoved by 
political developments and the 
Comit index eased 1.65 to 
cog#! in very low volume of 
about L300bn, with the bank* 
ing sector again providing one 
of the few areas of activity. 

Credit© Romagnolo rose L267 
or 1.6 per cent to L17.429 in 
response to the improved offer 
of L20.000 a share from Credito 
Italiano for up to 65 per cent of 
the shares. Italiano firmed L7 
to Li.633. Some analysts were 
doubtful about local newspaper 
speculation suggesting that 
Roto might face a counterbid 
from Cariplo. 

Olivetti fell L36 or 15 per 
cent to LL886 and Cir, its fel- 
low De Benedetti group com- 
pany. receded L35 to LI .786. 
Both are shareholders in Rolo, 
and the declines suggested dis- 
appointment that Itallano's bid 
bad not matched early fore- 
casts in the L21.000 to L2&000 
range. 

Ras moved ahead L376 or 25 
per cent to L15.546 amid buy- 
ing linked to its rights issue 
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which is currently in progress 
BRUSSELS was more con- 
cerned with constituents of the 
Bel-20 than with the index 
itself, which gained a tame 451 
at 1.413.63. The biggest rbo of 
the day was in the steelmaker 
CockeriQ Sombre, which ended 
BFr6 or 3.0 per cent higher at 
BFr2Q3, not for short of Its . 
BFr235 peak for the year. On W 
Friday. Cockerill will replace 
Gevaert in the Bel-20. Gevaert . / 
fell BFT48 or 35 per cent to 
BFr 1,424 as investors dropped 
the holding company from 

their portfolios. 


Written and edited by Wlttlatn 
Cochran*, John Pin and Mctarai 
Morgan 


ASIA PACIFIC 


Taipei jumps 4.2 per cent in post-election celebration 


Tokyo 


An advancing dollar, topping 
Y100 for the first time since 
October 13, helped to jack up 
the Nikkei 225 by 30756 to 
close at the day’s high of 
19505.66, writes Robert Patton 
in Tokyo 

After two consecutive days 
of losses, the benchmark index 
galled out of the doldrums at 
the opening, leaving a day’s 
low of 19,067.01 to finish the 
morning session at 19,207.44. 
Most of that gain occ ur re d in 
the first 15 minutes of trading. 
There was little market move- 
ment through most of the day 
nntil a final, arbitrage-led rally 
at the dose. 

Traders attributed the 
renewed strength of the mar- 
ket to futures-linked arbitrage 
buying, as dealers who bad 
taken the short side in Chicago 
index fixtures markets on Fri- 
day bought shares in Tokyo to 
cut losses. The upturn was also 
supported by recent strength 
in US finanriai markets and 
the release of better than antic- 
ipated US employment figures 
on Friday. 

The market turned up in 
estimated volume of 211m 
shares. The capital-weighted 
Nikkei 300 index rose 350 to 
28252 and the Topix index of 
all first-section stocks fay 16-01 
to 153156. Winners topped los- 
ers by 837 to 187, with 169 
issues unchanged. Ip London 
the ISE/Nikkei 50 index firmed 
157 to 1572.07. 

Among computer game mak- 
ers, Sega Industries extended 
its recovery to a seventh con- 
secutive day, rising Y80 to 
Y5510. Nintendo gained 7100' 
at Y5500. 

Sony, which entered the 
video game business last Fri- 
day with its advanced PlaySta- 
tion, added Y100 at Y5.520. 
while Matsushita Electric 
Industrial advanced Y40 to 
71,580. Other consumer elec- 
tronics stocks also rose, JVC 
by Y30 to Y1360, Sanyo Electric 
by Y6 to Y582 and Sharp by 
Y30 to Y1710. 

Most integrated electricals 
did well. Mitsubishi Electric 
moved ahead. Y1Q to Y710 and 
Hitachi Y7 to Y985, while Tosh- 


iba climbed Y21 to Y731 in the 
day’s third highest volume of 
35m shares. NEC closed at 
Y1.190 for a Y30 advance, but 
Fujitsu stayed at Y1.Q20. 

Carmakers joined the 
upsurge. Mitsubishi Motors 
rose Yll to Y983, Nissan by 
Y13 to Y834 and Isuzu closed at 
Y492, up Y6 l Following recent 
losses, privatised stocks were 
mostly higher. Japan Tobacco 
appreciated Y5.000 to Y9SMJ00 
and NTT Y7.Q00 to Y837.000. 

In Osaka, the OSE average 
put on 16051 at 215755 in vol- 
ume of 33.4m shares. 
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Wall Street’s strong perfor- 
mance on Friday provided 
inspiration for some regional 
markets. Bangkok was closed 
for a public holiday. 

TAIPEI jumped 45 per cent 
as investors celebrated a vic- 
tory by the ruling Nationalist 
party in key elections for gov- 
ernor on Saturday. 

The weighted index ended 
270.40 stronger at 6,75052, 
off an opening high of 652450. 
Turnover surged to a hectic 
T$103.8bn from Friday’s 
T$54.76bn. 

Plastics shares led the rally 
on good fudamentals and 
recent product price increases, 
with China Petrochemical and 
Taiwan Polypropylene both 
advancing by a daily 7 per cent 
limit to T$39 and T$76.50 
respectively. 

Electronics also raced ahead 
on strong earnings growth, 
with United Microelectronics 
and Acer each limit up to 
T$ 13150 and TJ102.50. The 
financial sector, which opened 
6.5 per cent ahead, gave np 
some of the rise to finish 4.1 
per cent up. 

SYDNEY closed near its high 
for the day, the All Ordinaries 
index adding 17.4 or 0.9 per 
cent at 15975, as a number of 
blue chip issues found support 
on the back of a better futures 
market. 

SEOUL ended higher after an 
early technical rebound in blue 
chips, while buying interest 
remained strong in selective 
smaller-capitalisation shares 
with good corporate earnings 
prospects. The composite index 


was ahead 1L00 at 156553. 

Securities houses were also 
in demand, on unfounded 
rumours that, the government 


would allow brokerage houses 
with abundant cash reserve 
ratios to raise capital freely. 

HONG KONG saw an early 
1.0 per cent rally but was 
unable to make further head- 
way in subsequent trade. The 
Hang Seng index, which 
dropped 5 per cent last week 
and was 34 per cent down from 
its January peak, moved up 
8056 to 850253. 

Turnover dwindled to a pre- 
liminary HK$2.7bn. compared 
with HK$45bn on Friday. 

Brokers noted that rising US 
interest rates were making 
fixed interest investments 
increasingly attractive, contri- 
buting to redemptions of local 
stock investments. 

China-incorporated shares 
led the market higher, with 
Tsingtao Brewery up 25 cents 


to HKS5.I0 on buying after 
technic al weakness. 

HSBC Holdings rose 75 cents 
to HK$8450, Hutchison Wham- 
poa moved ahead 60 emits to 
HK$30.10 and Consolidated 
Electric Power advanced 60 
cents to HK$1550. 

SINGAPORE was unable to 
hold on to early gains and the 
Straits Times Industrial index 
finished 3.45 easier at 2.18557, 
with «*nrinipnt bruised by fet- 
tering Malaysian shares traded 
over the counter. 

KUALA LUMPUR continued 
to fell, ending 1.4 per cent 
lower, as a fresh round of 
forced selling by clients unable 
to meet margin calls sent 
prices tumbling. The composite 
index shed 1356 to 96358. 

WELLINGTON sank to its 
low for the year in early after- 


noon trade amid gloom over 
the outlook for higher Interest 
rates, before prices picked up 
towards the dose. The N2SE-4Q 
fell to 1,932.69 and then rallied 
to close 350 down on the day 
at 1.93956. 

MANILA saw profit-taking 
after a firm opening before 
renewed, late buying by 
domestic and retail customers. 
The composite index finished 
2556 higher at 2522.71. 

Petron. led the gains, advanc- 
ing 75 cents or 3.9 per cent to 
20 pesos. 

BOMBAY encountered early 
retail selling before late 
demand for blue chips by 
domestic mutual funds | 
reversed the slide. 

The BSE-30 index picked up 
from a low Of 4,034.49 to finish 
6.74 ahead at 4,08453. 
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HELLENIC INDUSTRIAL DEVELOPMENT BANK S A. 


INVITATION TO DECLARE 

AN INTEREST IN THE PURCHASE OF A MAJORITY BLOCK 
OF UP TO 100% OF THE SHARES OF “HELLENIC SHIPYARDS SJV.” (SKARAMANGAS) 


Within the framework of the Greek government’s policy of privatising ailing companies and Greece's fuHBment of its 
obligations towards the European Union and following a decision of the Inter-ministerial Committee for 
Denationalisation, Hellenic Industrial Development Bank SA (ETBA), sole shareholder of "HELLENIC SHIPYARDS SA‘, 
(hereinafter referred to as the shipyard) is Inviting interested parties to submit initial written declarations of interest in 
acquiring a majority block of up to 100% in the company’s shares. 
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THE COMPANY 

Since 1985, ETBA has been the sole shareholder of the Company, which owns and operates the Skaramangas 
Shipyard (hereinafter referred to as the Shipyard). 

The Shipyard is the biggest Shipyard In Greece and the largest shipbuilding and shiprepairing yard in the Eastern 
Mediterranean area, occupying an area of 742,000 square metres with buflding installations covering 8,300 square metres. 

The Shipyard has two dry docks (500,000 DWT and 250,000 DWT) and three floating docks (72,000 DWT, 60,000 
DWT, and 37,000 DWT), as weH as hoisting machinery and tug boats. The Shipyard offers a full range of ship repair 
services for all types of vessels. Since the commencement of its operations in 1957, repairs have been carried out on 
approximately 7,800 vessels totalling 350,000,000 DWT. 

The Shipyard also has a building berth (232 m x 29 m) for the construction of vessels up to 40,000 DWT. 

A contract is currently performed for the construction of three MECO-axX) class frigates as well as a weapons systems 
programme for patrol vessels built for the Heflenic Navy. The Company has also entered and is executing agreements tor the 

manufacture of rolling stock for the Hellenic Railways Organisation (OSE) and the Athens-PIraeus Electric Railways (1SAP). 

The Shipyard has all the necessary operating certificates as well as a quality assurance system (AQAP-4) which is 
implemented in the construction of frigates for the Hellenic Navy. 

The workforce currently totals 3,092 employees. 

The average annual turnover of the Shipyard during the period 1991-1993 was $95 million. 
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FINANCIAL RESTRUCTURING PLAN 

The Company will be financially restructured before being finally transferred to its new owners. 

The restructuring plan provides for the writing off of 98% of the Company's debts to the Greek state, banks, puttie 
utilities and Greek social security organisations, with the consent of the Company’s creditors in accordance with article 44 of 
Law 1892/90. 

TERMS AND CONDITIONS 

In view of the fact that the Shipyard win be transferred whUe in operation, the new owner wffl undertake the commitment 
to fulfil the contractual obligations already assumed by the Company, Including contracts with the Hellenic Naw. OSE- 1SAP 
and will be entitled to the corresponding rights. ' ^ ^ 

The criteria to be applied when evaluating tenders will be the commitment to continue the operation of the Shipyard te- 
at least ten years (without excluding any other parallel lawful use), the number of jobs secured for a period of at least six (6) 
years, any possible benefits to employees, the purchase price, the business/inv e st ment plan, the financial solvency and 
business reliability of foe parties participating in the bidding. T 

The buyer win transfer without consideration 5% of the company's shares to the employees of the company. 

PRIVATISATION PROCEDURE AND TIME SCHEDULE 

d cortacr ETBA 31 address below In order to receive a copy of the Letter of Confidentiality 
which must be signed before they can receive the information Memorandum. y 

of Eraaf^Stto? M8m0randum wN be able to be briefed further by the Equity Participation Division 

IT?* inWt£ * i 10 declare ^ infflal Ending interest in purchasing the shares of 
. arfosubmftar^retevant observations, suggestions or proposals not later than 5 January 
1995. 7ms i^rtafcon to declare an Interest wifi be followed by the proclamation of the international public tender, during the 
course of which prospective buyers should submit binding offers. 1 ounng 

the to prtvati8alion and the^ time schedule Ifthlstedeamed to be mhs own or 

"E 1994 ’ *** provi<led ttwy have signed the Utter of Confidentiality, interested parties will be able to 

obtain the Information Memorandum from ETBA: ^^^wmiwaoieio 

87 Syn S»« Ave., 117 45 Athens (contact Messrs. Y. Apostolopoulos, telj (01) 
9294614 and A. Papadlmitriou, teL: (01) 9294609, fax: (01) 9241513, (01) 9241516). 
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